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INTER-AMERICAN DEVELOPMENT BANK ACT 
AMENDMENTS OF 1967 



WEDNESDAY, MAY 3, 1967 

House op Representatives, 
sljbcx)mmittee on international financb of the 

Committee on Banking and Currency, 

Washington^ D.C. 

The subcommittee met, pursuant to call, in room 2128, Raybura 
House Office Building, Hon. Henry S. Reuss (chairman of the sub- 
committee) presiding. 

Present: Representatives Reuss, Ashley, Moorhead, Gonzalez, 
Haima, Rees, Bingham, Halpem, Widnall, Johnson, Stanton, and 
Mize. 

Mr. Reuss. Good morning. 

The International Finance Subcommittee will be in order for the 
consideration of H.R. 9547, the Inter- American Development Bank 
Act bill. 

We are very happy to see here this morning, the Secretary of the 
Treasury, Henry H. Fowler; the Assistant Secretary of State for 
Inter- American Affairs, the Honorable Lincoln Gordon; the Honor- 
able True Davis, the Assistant Secretary of the Treasury and U.S. 
Executive Director of the Inter- American Development Bank; and 
Mr. Winthrop Knowlton, Assistant Secretary of the Treasury for 
International Affairs. 

As can be observed from the list of sponsors of H.R. 9547, the bill 
enjoys broad support. 

This is the first cosponsored bill in the history of the House of Rep- 
resentatives. In the last 2 weeks we have been permitted a device 
which will let us have these cosponsors. 

The request of the administration for the Fund for Special Opera- 
tions has been thoughtfully discussed with this subcommittee for at 
least a year. Many of us were present at the annual meeting of the 
Inter- Ainerican Development Bank in Mexico City a year ago at 
which the outlines of this request were etched. This subcommittee has 
been particularly appreciative of the leadership of Secretary Fowler in 
focusing the Bank's attention on the vital problem of agriculture and 
food production in Latin America. We have worked closely with the 
Treasury Department^ State Department, and the Bank on the sub- 
ject, and I am personally very gratri&ed, and I am sure the subcom- 
mittee is very gratified, at the heightened emphasis on the vital prob- 
lem of food production which is currently being focused by the Inter- 
American Development Bank. 
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2 INTER-AMERICAN DEVELOPMENT BANK ACT AMENDMENTS 

Mr. Johnson. Would the chairman yield? Is there any particular 
significance that all the sponsors of the bill are members of the ma- 
jority party. Do you intend to make this a partisan issue? 

Mr. Eeuss. Let me say that the support of the Inter- American 
Development Bank has always been oipartisan, that all minority 
members were invited to join in cosponspring it, and let me hasten to 
say that I renew the invitaticMi to join. The staff was asked specifically, 
and my f riendj Orm Fihk was asked by tn6 to endeavor to get in touch 
with every minority member., to. ,inyite him to participate. At the 
hearing yesterday, as the record will show I renewed the invitation. 
I know that from what Mr. Mize and Mr. Johnson say, evidently 
something went awry in this very cordial invitation and this was not 
conveyed to them. However, it remains open. I hope they will join 
because interest on the minority side has oeen equally patriotic and 
selfless as that on the majority side and we want your help, cosponsor- 
ship, and an equal sharing in such credit as there may be— and in the 
long sweep of history there will be credit for the constructive views 
that this committee has taken in the business 6f trying to help our 
friends in Latin America. 

So, I hope there will be many c6sponsors. 

Mr.Widnall? 

Mr. WroNAKL. I was asked to cosponsor at the time the bill was 
set up and it was not because of a lack of belief in what we are trying 
to do w'ith this bill, but I had in mind an amendmtot to add to the 
bill that I would put in myself. 

Mr. Reuss. The gentleman from New Jersey has been frank with 
me on this. I understood his position. I regret that there do not happen 
to be minority names of cosj^onsors in the first instance, but we cer- 
tainly hope to broaden that and I want it clearly understood that 
there is no suggestion on my part that the bill has not been and will 
not be entirely nonpartisan. 

Now, with that friendly opening, Mr. Secretary, we turn to you and 
your coUea^es for your presentation of the reasons why the admin- 
istration is interested in this bill and why it ought to be enacted. 

( A copy of the bill, H.R. 9547, follows : ) 

[H.R. 9547, 90th Cong., let Sess.] 

A BILL To amend the Inter-American Development Bank Act to authorize the United 
States to participate in an increase in the resources of the Fund for Special Operations 
of the Inter-American Development Bank, and for oth^r purposes 

Be it enacted "by the Senate and Bouse of Refyresentaiives of the United 
States of America in Congress assembled. That the Inter- American Develofl^ 
ment Bank Act (22 U.S.C. 283-28ak) is amended by adding at the end thereof 
the following new section : 

"Sec. 15. (a) The United States Governor ctf the Bank i» hereby authorized 
to vote in favor of the resolution entitled ^Increase of $1,200,000,000 in Resources 
of Fund for Special Operations' proposed by the Governors at their annual 
meeting in April 1967 and now pending before the Board of Governors of 
the Bank. Upon the adoption of such resolution, the United States Governor 
is authorized to agree, on behalf of the United States, to pay to the Fund 
for Special Operations of the Bank, the sum of $900,000,000, in accordance with 
and subject to the terms and conditions of such resolution. The United States 
Governor is also authorized to vote in favor of the Amendment to Annex O 
of the agreement, now pending before the Board of GOfvetnors of the Bank, 
to modify the procedure employed in the election of Executive Directors. 

**(b) There is hereby authorized to be appropriated without fiscal year 
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limitations, for the United States sbare in the increase in the reeonrces oC 
the Fond for Special Operations of the Bank, the sum of (900,000,000." 

STATEMENT OF HOK. HENET H. FOWLEE, SECEETAET OF THE 
TBEASUET; AOCOMPANIED BY HON. TEUE DAVIS, ASSISTAHT 
SECBETAEY OF THE TEEASUET AHB XT.S. EXECITTIVE DIEECTOE 
OF THE IHTEE-AHEEICAN DETELOFUEirr BAITC; AHD WIH- 
THEOF ENOWLTOH, ASSISTAHT SECEETAET OF THE TSEASUET 
FOE IHTEENATIONAL AFFAISS 

Secretary Fowler. Mr. Chairman and members of the subcom- 
mittee, it is a pleasure to appear before you today in support of a 
proposal to increase the resources of the Fund for Si)ecial Operations — 
the FSO — of the Inter-American Development Bank. This is an- 
other chapter in a history that began in 1959, when, under the leader- 
ship of President Eisenhower, the G>nffress at that time saw fit to 
create the institution wliich has become £iown as the Inter- American 
Development Bank. This has been an institution fomided and sup- 
ported from the beginning by both parties and I certainly hope that 
we can continue to maintain that support. 

Mr. Eeuss. May I interrupt you, Mr. Secretary, to say without 
objection your full statement and the full statement of the Honorable 
Lincoln Grordon will be received into the record and also the statement 
of Secretary Davis. 

Secretary FowiiER. The proposed legislation on this matter was 
transmitted to the Congress on April 28. There has also been submitted 
to the President and to the Congress a special report of the National 
Advisory Council on International Monetary and Financial Policies. 
This special report describes the background and the details of the 
proposal and mcludes a recommendation of the Council that the 
-Congress act favorably on the proposal. I have also made available to 
iiie members copies of the Bank's latest annual report for tiie year 
1966. 

I have with me today the Assistant Secretary of State for Inter- 
American Affairs, Mr. Lincoln Gordon, and the U.S. Executive Di- 
rector of the Bank, Assistant Secretary of the Treasury, Mr. Time 
Davis. With your permission. I should like to make an mtroductory 
statement on the proposal, arter which I will call upon these gentle- 
:men to supplement my remarks. Mr. Gordon will provide you with 
information on the general context in which the proposal is pre- 
sented — ^the Alliance for Progress and, most notably, the recent 
xneeting of the Presidents of America in Punta del Este. Mr. Davis 
^will testify regarding the Bank, and describe its management and its 
administration of th^ tasks entrusted to it by the inter- Amjw:ican 
-cjommunity. 

The Fund for Special Operations of the Inter- American Develop- 
xnent Bank was established as the so-called soft-loan window of the 
^ank. It has long been amply clear that the less-developed countries 
cannot assume on oonventional banking terms the capital required to 
advance their development. The problems of economic and social de- 
velopment are too vast, and the resource transfers required from th^ 
more-developed to the less-developed countries are too great. This has 
l)een recognized in our own bilateral assistance programs, which have 
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long provided the more liberal terms appropriate for long-term de- 
velopment. Among the international institutions the problem had been 
recognized prior to the establishment of the Bank by the creation of 
the International Development Association — IDA — as an essential 
partner of the World Bank, to make loans on softer terms than was 
otherwise possible by the World Bank. As is the case with IDA, the 
fmids to support FSO lending activities can be obtained only from 
member contributions. There are no private sources of funds on the 
soft terms required. 

The United States has participated in the concessional lending 
activities of the Inter- American Development Bank through two sepa- 
rate facilities, the Social Progress Trust Fund, created by the United 
States and administered by the Bank, and the FSO. Through 1964, the 
United States contributed $525 million to the SPTF and $150 million 
to the FSO. In 1965, however, it was decided to terminate further 
contributions to the SPTF, to assign the functions heretofore per- 
formed by it to the FSOj and to increase the U.S. contribution to the 
FSO as the sole remaining soft-loan operation within the IDB. In 
order to provide for this expanded level of activities, the Congress 
authorized a U.S. contribution of $750 million in support of FSO 
operations foreseen through calendar year 1967. 

It is now necessary to consider a further replenishment of the re- 
sources of the FSO. The last replenishment, as I have noted, was in- 
tended to provide for operations through 1967. The Governors of the 
Bank at their meeting in Mexico City, which was attended by a goodly 
representation of this committee, in 1966 instructed the Executive Di- 
rectors to study the position of the Bank's resources and possible needs 
subsequent to 1967, and to prepare a report and recommendations for 
consideration at the 1967 Governors' meeting. You will find before you, 
as an annex in the special report of the National Advisory Council, the 
report which the Executive Directors submitted to the Governors at 
their meeting here in Washington last week. After consideration of 
the Directors' report, I joined the other Governors in adopting a reso- 
lution recommending that the Bank's members take the necessary 
steps, under their constitutional processes, to make effective an increase 
of the resources of the FSO, as recommended by the Executive Di- 
rectors, beginning at the end of this calendar year. 

But in moving, as I have done, from the meeting of the Bank's 
Governors in Mexico and their meeting here last week, I have passed 
over a year of historic consequence to Latin America and inter- Ameri- 
can cooperation. Tliis was a year of intense activity which culminated 
in the meeting of American Presidents 3 weeks ago, and the promulga- 
tion on April 14 of the historic Declaration of the Presidents of 
America. 

(The Declaration of the Presidents of America may be found in the 
appendix, p. 161.) 

The development of the Inter- American Development Bank in its 
brief existence has been profoundly affected by two great milestone 
events in inter- American cooperation. The first of these was the act 
of Bogotd of 1960. This brought us to recognize the key role of social 
development in economic improvement. Next was the Charter of Punta 
del Este, establishing the Alliance for Progress as the guide for all our 
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efforts toward the betterment of the hemisphere and the lives of our 
peoples. The replenishment of the Fund for Special Operations which 
we are now asking you to approve would be the first concrete impler 
mentation of the third landmark ev^it — the declaration of the Presi- 
dents, giving new vigor and new directions to the alliance of the 
Am^icas. 

The report of the Executive Directors, the deliberations and actions 
of the Governors, and the proposal whicn is now before you have fully 
taken into account the decisions of the Presidents at Punta del Este. 

In accordance with tliese decisions, the Latin American members 
of the Bank have again resolved to increase and strengthen their own 
self-help efforts. This resolve finds its tangible expression in the pro- 
posal to double the future contribution of the Latin American mem- 
bers of the Bank to the Fund for Special Operations. For the 3 years 
1965-67, their contribution in their own currencies was tlie equivalent 
of $150 million ; for the next 3 years, they propose to make contribu- 
tions the equivalent of $300 million. Moreover, the principle of self- 
help is now being extended to that of mutual self-help. The four largest 
Latin American members — Argentina, Brazil, Mexico, and Vene*< 
zuela — propose to permit a substantial portion of their contributions 
to be used by the Bank to make loans to the other members, which are 
relatively less industrialized and have relatively weaker financial and 
resource capabilities. 

As is made clear in the report of the Executive Directoi*s, the future 
activity of the expanded FSO — as well as the activity of the entire 
Inter- American Development Bank — will be oriented especially 
toward those problem areas singled out for special attention by the 
Presidents. 

The urgent problem of rural modernization and improved agri- 
cultural production — especially of food — will be given the highest 
priority, as it deserves. I would not miss this occasion to note the ex- 
tremely valuable contribution toward our understanding of the critical 
issues at stake, for Latin America and the entire world, which was 
made last fall by this subcommittee and its distinguished chairman. 
Your efforts have greatly influenced the approach to the problem 
reflected in the declaration of the Presidents as well as in the policies 
of the Bank set forth in the report of its Directors. Please accept xHj 
personal appreciation of your contribution. 

In addition to redoubled efforts in agriculture, the Bank proposes 
an extension of its activities in education and health in the directions" 
laid down by the Presidents. And the Bank now proposes to movfe 
forward even more vigorously in the new direction agreed upon by 
the Latin American Presidents — ^toward the multinational infrastruc- 
ture required for the development of Latin America. 

To this end, the Bank has already established a Preinvestment 
Fund within the FSO to carry out the urgently needed feasibility 
studies and other necessary preparations for the execution of multi- 
national projects. The Bank proposes to devote annually up to $100 
million of its resources — ^both ordinary capital and FSO — ^toward the 
financing of such projects. Multinational projects will not only assist 
in brining the continent together by improved transportation and 
conimunications and beginning the exploitation of the vast physical 
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resources possessed in common — such as water and power — but also 
further the Common Market objective which the Latin American 
Presidents have set for themselves. 

It was to meet this new responsibility to move forward with multi- 
national projects that President Johnson, in his message to the Con- 
gress of March 13, on the forthcoming meeting of the Presidents, 
proj)osed an increase of $50 million in the annual level of our contri- 
butions to the FSO, over and above the $250 million annual level of 
our contributions in the past. 

The proposal before you thus seeks your authorization of a $900 
million U.S. contribution to the FSO over a 3-year period. Such a 
T7.S. contribution stands in a ratio of 3 to 1 to the proposed contribu- 
tions of the Latin American members, in contrast to the ratio of 5 to 1 
which api)lied in the last increase of FSO resources agreed in 1965. 

If you look back, beyond 1965 and take into account U.S. contribu- 
tions, including the Social Progress Trust Fund, the ratio up to 1964 
was 11 to 1. So, wo have come from an 11 to 1 scale in the initial years 
of the Bank to 1964 to a 5 to 1 scale in the years 1965 through 1967 
and the 8 to 1 scale under the proposed replenishment. 

(The following table, showing U.S. and Latin American contribu- 
tions, wits subsequently submitted for the record:) 

V.H. and Latin American Contributions to the soft-loan resources of the Inter- 
America/n Development Bank 



[MiUions of dollars] 








U.S. 
coDtribution 


Latin 
contribution 


Ratio United 

States to Latin 

American 


1. InltiHl roMoiircort: 

KHO .. . 


100.0 
394.0 


46.3 




HI'TK 










Totttl 


494.0 


46.3 


11 to! 


3. 1B64 Increapo In roBource«: 


50.0 
181.0 


23.2 




HI'TF 










Totftl 


181.0 
750.0 
900.0 


23.2 
150.0 
300.0 


8tol 


8. lOfWi 3<'H0 oxnaiislon , 


5tol 


4. Proposed KoO oxpanvion 


3tol 







As SecrotaiT of the Treasury, as well as U.S. Grovernor for the 
Bank, I have had the responsibility to assure myself that the opera- 
tions of the Bank — as of the other international institutions — are 
conducted in a manner consistent with our balance of payments policy. 
Beginning with their last expansion in 1965, loans from the U^. 
contribution to the FSO were made subject to the same procurement 
regulations applied i!n the SPTF. 

Mr. Chairman, I have here a letter which I can submit for the 
record which was dated Ma;^^ 20, 1965, in which I informed the Bank 
that as of that date we wished to exercise our option to shift the 
procurement arrangements applicable to the FSO to the same basis 
as the Social Progress Trust Fund. 

Mr. Reuss. Mr. Secretary, would you make available that statement 
or resolution for the record of these proceedings? 

Secretary Fowler. It is in the form of a letter, and I will do so. 

Mr. Reuss. Without objection, so ordered. 
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(The letter referred to follows :) 

Mat 20, 1666. 
Mr. JOBGE Hazeba, 

Secretary, 

Inter-American Development Bank, 

Washington, D,C, 

Deab Sib: As U.S. Governor of the Inter^Ainerican Development Bank, I am 
pleased to inform you that the United States has now completed the legrislative 
process necessary to make available (250 million for payment of the first instru- 
ment of the U.S. share in the increase in resources of the Fund for Special 
Operations, and that the United States will be pr^mred to make payment 
promptly in that amount 

In accordance with the provisions of article V, section 1(c) of the Articles of 
A^eement of the Bank, the United States hereby gives notice of its desire that 
U.S. currency made available to tlie Bank as a result of its increased contribu- 
tion of $750 miUion to the Fund for Special Operations be used for the purchase 
of goods or services from the United States, or for the acquisition of goods or 
services of local origin in the country in which the project is located. Funds may 
also be used for the aci^ynisition of goods or services produced in other countries 
which, are members of the Bank if in the Judgment of the Bank such transactions 
would be advantageous to the borrower. With respect to the use of funds for 
purchases in the countries where the projects are located, it is understood thilt 
the related dollars would be disbursed under the agreed letter of credit proce- 
dure for the purchases of goods or services from the United States. 
Sincerely yours, 

(S) Henry H. Fowler, 

Henbt H. Fowu&b. 

Secretary Fowler. Such funds must be spent in the United States, 
except in cases where the Bank may ajjprove procurement in a Latin 
American member country when tnis is considered advantageous to 
the borrower. Dollar funds may also be used in the country of the 
borrower to finance local project costs, but the dollars must then 
be spent in the United States under special letter of credit procedures 
similar to those of our own bilateral aid program. The substantially 
enlarged L^tin American contribution to thjB FSO now proposed will 
help to limit the use of dollars necessary to finance local project costs, 
and the Bank has also proposed to limit the use of dollars for local 
costs — except for agriculture and education — to the levels achieved on 
the average in 196^— which were lower than those that had character- 
ized previous years. The special letter of credit technique will also be 
kept under review to improve its effectiveness. 

Mr. Chairman, I have taken into account from the very beginning 
of my familiarity with this problem as Secretary, in 1965, the problem 
of additionality and substitution in connection with local costs financ- 
ing. I have made representations both to my fellow Governors in 
Mexico City a year ago and to President Herrera. The cooperation and 
the understanding we have received on this score, which 1 won't detail 
here at this time, is reflected m the report of the Executive Directors of 
the Bank which is annexed to the National Advisory Council report. 
It is also reflected in the statement Mr. Gaud made last week, as the 
U.S. Alternate Governor of the Bank. And I want to say to you that 
we haA^e taken very much to heart the proper concern of this committee 
that measures be taken to assure to the maximum feasible degree the 
additionality concept where our aid funds are used for local costs. 

Taking account of these measures to strengthen U.S. export addi- 
tionality associated with U.S. assistance, and on the basis of our ex- 
Serience in the SPTF, we estimate that about 90 percent of FSO funds 
iahursed in the future will return to the United Staites. 
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I am happy to report to you that I have met with complete under- 
standing and cooperation on the part of the Bank in measures to safe- 
guard the U.S. balance of payments. For example, I should like to 
quote for you some passages from the recent report of the Bank^s 
Directors on the proposed increase in resources : 

Many activities of the Fund require a substantial amount of local currency 
expenditure. However, in relation to the financing of local costs with dollars, 
recognition must be given to the problem of the balance of payments of the United 
States, and the Bank will attempt to hold such financing to an appropriate 
minimum. The Bank is also striving to improve the present procedures whereby 
such local cost financing is carried out with the least effect on the U.S. balance 
of payments. In the light oiP these problems, which should be regarded as basically 
transitory in nature, the Bank and its members fully appreciate the difficulties 
inherent in U.S. responsibilities in the free world. Accordingly, the Bank pro- 
poises to cooperate in the greatest possible degree with the United States in 
meeting these difficulties by suitable measures, which obviously would be subject 
to review as conditions chauged. 

The percentage of dollar financing for local costs wUl be established in ac- 
cordance with the nature and priority of the projects but in such a manner that, 
on the average, this percentage, except in relation to education and agriculture, 
will not exceed the level which prevailed in 1966. 

At last week's meeting of the Governors, I was especially gratified 
to hear, in several of the public speeches and in a number of private 
conversations, expressions of understanding regarding the U.S. 
balance of payments, of realization that our problem in this respect 
is also one of vital interest to the Bank and individual countries, and 
of willingness to cooperate with the United States in finding ways to 
meet the problem. The Governors understand that we can afford to 
give assistance, bilaterally and through the Bank, in the form of real 
goods and services and not in the form of financial transfers which 
might be used to increase or maintain purchases from industrial 
countries in pajrments surphis with the United States or for other 
pui7K)ses damaging to the U.S. balance of payments. 

Although not a part of the proposal before us todaj, I should never- 
theless like to inform the subcommittee of a new initiative related to 
the ordinary capital resources of the Bank of considerable interest for 
the U.S. balance of payments. As the subcommittee is aware, procure- 
ment with ordinary capital funds may take place anywhere in the free 
world on an international competitive basis. There has been increasing 
concern in the Bank that this procedure has benefited a number of the 
industrial capital-exporting nations out of proportion to the resources 
these same countries have made available to the ordinary capital in the 
form of long-term untied loans or bond issues in their markets. At 
their meeting last week, the Governors instructed the Directors to 
study this situation carefully, explore alternative courses of action, 
and adopt or propose corrective measures for implementation no 
later than January 1, 1968. A report of the Directors on this matter 
indicates that one of the basic principles underlying such measures 
must be the establishment of a link between the benefits which non- 
member countries derive from tlie Bank and the resources they pro- 
vide, by limiting procurement to those countries making an adequate 
contribution to the resources of the Bank. 

In concluding this statement, Mr. Chairman, let me stress the follow- 
ing thought : 

If the Inter- American Development Bank is to continue to play a 
key role in this venture, and to take on the new challenge and respon- 
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sibilities laid down by the Presidents last month at Punta del Este, 
it is essential that it have resources equal to the tas4» it faces. That is 
the reason for the request we are making to replenish its fund for 
special operations. 

I urge that you act favorably on this legislation at an early date. 

Thank you, Mr. Chaiitoan. 

(The following table shows resources made available to the Bank by 
nonmember countries:) 

Resources made available by nonmember countries, as of Dec. SI, 1966 

[Eixpressed in tJ.S. dollars or dollar equiyalent] 

A. Funded debt : 

Payable in United States dollars : 

4%% loan of April 1, 1965 from Instituto Espafiol de 
Moneda Extranjera, Spain US$12, 500, 000 

Short-term Dollar Bonds, Issue of April 15, 1966 — 

Purchases of Israel and Spain 8, 000, 000 

Payable in non-member currencies : 

5% Italian Lire Bonds of 1962, due April 1, 1982 (Lit. 

15,000,000,000) 24, 000, 000 

6% ItaUan Lire Bonds of 1966, due January 1, 1986 

(Lit. 15,000,000,000) - 24,000,000 

6V2 % German Deutsche Mark Bonds of 1964, due July 

1, 1979 (DM. 60,000,000) 15,000,000 

5Vi% EngUsh Sterling Stock of 1964, due October 1, 

1984 (£ 3,000,000) 8,400,000 

5% Loan Agreement of June 27, 1966 with the Export- 
Import Bank of Japan for up to 3.6 billion yen 
(equivalent to $10 million) 2,080,062 

5%% Sw. Fr. Bonds of 1966, due September 15, 1981 

(Sw. Fr. 50,000,000) . 11,433,798 

Total 105, 413, 860 

B. Partidpation in loans aold^ 4,963,283 

O. Trust funds and funds in administration : 

Kredltanstalt ftir Wiederaufbau (32,920,000 marks) 8,230,000 

Intergovernmental Committee for European Migration 1, 250, 000 

Government of Canada (30,000,000 Canadian dollars) 27,800,000 

Government of the United Kingdom (£ 4,142,800) 11,600,000 

Government of Sweden (US$5,000,000) 5,000,000 

Total —^ - 53, 879, 744 

D. Cooperative arrangements : 

Government of Canada (15,000,000 Canadian doUars) 13, 900, 000 

Government of the Netherlands (36,000,000 guilders) 10, 000, 000 

Total 23, 900, 000 

1 Includes $400,000 sold to Instituto Espafiol de Moneda Extranjera under an agreement 
by which the Instituto is obligated, up to $7,500,000, to purchase participations with the 
Bank's guarantee, equal to the amounts of purchases made in Spain by the Bank's bor- 
rowers under standard competitive purchase procedures. 

Mr. Keuss. Thank you, Mr. Secretary, for a very forceful and con- 
structive statement. 

I would point out to you and your colleagues, as evidence of the 
interest which this subcommittee has in the legislation before us, we 
have a 100-percent attendance record. We have the full 12 members 
present. 

With the indulgence of the majority members, I will point out that 
our friends on the minority have an early luncheon engagement and 
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I would like^ theref o^ if there is no 6b}ee(ioii, to tecogniziB those tfi^m- 
Dfers at this timfe. J Uiink some of them will have to go before we have 
fully heard from Mr. Gordon and Mr* Davis- 
Mr. Halpern ? 
. Mr. Hai^erx. Mr. Chairmati, first, I would like to compliment the 
Secretary on his testimony. As usual he has pr^eent^d a clear^ praise 
and most enlightening picture of the issue before us. I also watit to 
take this opportunity to commend the Secretary for his rare ability. 

You, sir, have been an outstanding Secretary of the Treasury, and 
I am sure you will go do\tn in the annals <rf hi^oiy of our Government 
as one of the truly great Secretaries and I wish to compliment you at 
this time. 

Mr. Chairman, in deference to the fact that some of my distin- 
guished colleagues on the minority side must leave, I will yield to them 
with your permission. And later, if I may, I do have some questions, 
Very pertinent to this legislation, that I would like to ask the Secretary. 

I will defer to my colleagues and I hope I will have the opportuni^ 
later to present my questions. 

Mr. Reuss. All members will have a full opportunity to question the 
witnesses here this morning or to submit, as I intend to suomit, ques- 
tions to be answered in the record. 

Mr. Widnall ? 

Mr. AViDNALL. Thank you, Mr. Chairman. 

Mr. Secretary, we are certainly pleased to have you and your col- 
leagues here this morning. Your t^imony is fine. I believe it will be 
very helpful to us. 

Has any Latin American country been called upon to provide addi- 
tional funds because of the maintenance of value section of this legis- 
lation? There has been constant evaluation in many of these countries* 

Secretary Fowler. That occurs automatically, I am told, Mr. Wid- 
nall. Article V, section 3 of the Bank's charter requires mcrmberg to 
maintain the value of the currency held by the Bank. 

Mr. Widnall. Well, the demand occurs but my question is: Is it 
provided? 

Secretary Fowler. It has been provided in the instances where it has 
become a pertinent problem. 

Mr. Widnall. Mr. Secretary, the $24 billion that is involved in 
Vietnam, the foreign exchange costs, that is affecting our balance of 
payments problems, is it not ? 

Secretary Fowler. It is indeed, sir. 

Mr. Widnall. In your Pebble Beach statement you said in late 1965 
and in 1966 the foreign exchange costs contributed to the amount of 
$950 million. Is that for fiscal or calendar years ? 

Secretary Fowler. I think that was a calendar year figure. 

Mr. AViDNALL. What do you estimate the Vietnam net foreign ex- 
change costs will amount to for fiscal 1967 and ffeettl 1968, do you have 
those figures ? 

Secretary Fowler. I would have to give you a more considered judg- 
ment on that. Without getting into fiscal and calendar year figures my 
own approximate feeling of the current situation is that on an anhual 
basis there are about $1 billion in direct costs. 

Mr. WiDNAix. Will you provide it for the record ? 
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Secretary Fowler. I will in terms of the fiscal year, as far as we can. 
(Tlie information requested follows:) 

Vietnam related foreign exchange costs were approximately $500 million mo>re 
in fiscal year 1906 than in fiscal year 1965. In fiscal year 1967 it appears they will 
run over $1 ibillion higher than in fiscal year 1965. 

Mr. WroNAiiL. The purpose of the preliminary question is that^ in 
view of the mounting foreign exchange costs in Vietnam, I think we 
have to take account of that fact in connection with the foreign aid 
assistance we grant, whether it be under AID or soft loan funds for 
IBD, IMF, Asian Bank, or the new African Bank. Particularly is this 
true since some new accounts, just for the four banks we will aggre- 
gate about two and a quarter billion over the 3 or 4 years life of the 
commitment. The problem I am raising is not peculiar to IDB. It 
was also present in the request for U.S. funds in the other bankine 
institutions; namely, Asian and African Banks as well as AID itsejf. 
In my opinion, we must seek to tie these sums more eflPeetively to 
procurement of U.S. goods and services to minimize adverse impact on 
our balance-of -payments position. Would you agree? 

Secretary Fowubr. I certainly agree, sir. 

Mr. WiDNALL. I think that was the implication in the Pebble Beach 
speech, too. 

Secretary Fowler. More than an implication, it was a solid statet 
ment that we had to do it. 

Mr. WiDNALL. I intend to offer for consideration when this bill is 
up before the committee for final action an amendment which would 
provide : 

Provided, that the funds herein authorized are utilized for the purchase of U.S. 
goods and services to the greatest extent possible and in such a manner <iiat said 
U.S. exports do not substitute for commercial exports that would have to be 
purchased in any event by the country or 'coimtrles ttilt are iJeceiving the loan 
assistanqe from funds authorized under this act. 

Now, would you make some comment on that proposal ? 

Secretary Fowler. Yes, Mr. Widnall, I would like to make some 
comments on the proposal. 

Let me say that, insofar as the objective of the amendment is to 
incorporate an expression of policy, an attitude, such as you have 
indicated, I heartily share that objective. I heartily share that purpose 
and I believe it should be the role of the U.S. Governor and the 
Executive Director and other U.S. officials connected with the Bank 
to make every effort to see that the Bank operates in such a way that 
the U.S. aid does not substitute for commercial exports but really is 
an addition. 

I would welcome some expression of that sort in the committee's 
report to indicate the views of the committee on this matter of policy 
so that it is clear that this just isn't a U.S. Grovemor talking, but that 
it is shared sentiment. 

I have some rather serious reservations about the advisability, how- 
ever, of including an amendment in the body of the legislation itself-r- 
not because of any difference in what we are trying to achieve, but 
rather because it is hard to determine whether or not this provision 
of law cuts across and limits the flexibility with which we have to 
approach this problem in dealing with other countries. 
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Given the spirit and the attitude of cooperation manifested by the 
Bank management and by other countries — which has been expressed 
in various ways — I don't believe it is wise to include this as a matter 
of law in this authorization act. This could be undesirable for various 
reasons and might really prove offensive or counterproductive. 

I think you can accomplish more by including whatever expres- 
sions you would have in the language of your report. I would even 
go so far as to suggest that you might ask us in the report to give you 
an annual report on performance — what has been ax^complished and 
what has been undertaken in order to achieve this objective. 

I am reluctant to see it become a part of the law, because then I 
don't know what kind of legal and legislative policy reverberations 
this would have in the actions of other Congresses and parliaments 
and of other countries. As long as the Bank is trying to follow, as it 
is, a cooperative course of conduct, I don't really see the necessity for 
including it in the law. 

Now, I will just close by citing the words of Mr. Gaud, who spoke 
for the United States at the meeting last week. He dealt specifically 
with this matter. He said : 

Secretary Fowler has often emphasized that this Nation's success in handling 
its balance-of -payments proiblems depends in large measure upon the cooperation 
it receives from other countries as well as upon the manner in which other 
nations handle their own domestic and international monetary problems. We 
would like to emphasize that we seek this cooperation not just to help us deal 
with a U.S. problem, but to enahle us to do without simultaneously bringing 
about undesirable disruptions in the economic growth of others. We seek solu- 
tions to our problems which will permit us to continue to help our neighbors 
find solutions to their problems. We do not want to renege on the deei)-seated 
obUgatlon we feel to further the development and well-being of other free-world 
nations. 

And here's the pertinent part : 

We are gratefully appreciative of the attitude the Bank has taken on this 
matter. In its own operations the Bank has clearly demonstrated it recognizes 
the importance of the balance of payments problem. The increased self-help 
efforts stressed in the report of the Directors ; the floating of additional bonds 
in European market ; the renewal of short-term bonds sold in L/atin America, 
the substantially enlarged contribution of the Latin members ; the concern over 
the dollar financing of local costs ; the review of Bank operations in nonmember 
countries — all of these are impressive responses to the problem and strong evi- 
dence of the Bank's cooperation. I repeat, we are very grateful for them. 

I think, Congressman Widnall, you and your colleagues know that 
I talked as early as a year ago about this matter of additionality in a 
very straightforward way to my fellow Governors and to the Bank's 
management. I will just quote one paragraph of what I said a year 
ago to them and I will be through. [RSids:] 

However, it is essential in making U.S. oflftcial expenditures abroad that we 
demonstrate that our commercial trade surplus — which is a plus to our balance 
of payments — is not eroded when we contribute our goods and services through 
AID. The United States simply cannot afford to lose any commercial sales as 
a result of its aid efforts. Our effort must focus on gaining export sales, building 
up our trade surplus. And aid must, of course, for the foreseeable future take 
the form of U.S. goods and services which we can afford, rather than financial 
transfers which we cannot afford, except in a very minimum way. It is more 
than just a question of tied aid. When we go before our Congress to ask for 
continued financial support for the Bank and for the Alliance, the question of 
whether or not our aid programs are substituting for our exports, will be crucial. 
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So, I don't think that there is any lack of understanding and 
appreciation of the problem. We are striving and our friends are co- 
operating with us in striving for additionality. I believe in my own 
heart we will get better results bv continuing to elicit that cooperation, 
rather than seeming to try to do the impossible, namely, compelling 
by law. 

Mr. WroNALL. Thank you, Mr. Secretary for a direct answer. Just 
one further question. 

When I was on a recent trip to South America, I remember what a 
government official told me in Ar^ntina, that there has been a flight 
of their own capital from Argentma of between $3 to $5 billion and 
if they could only get half of that back in Argentina that their prob- 
lems would be solved down there. 

To what extent today are efforts in South America being damaged 
by continuing flight of capital from the South American countries 
into United States and Europe ? 

Secretary Fowler. I would like to supply you with an answer 
later for the record. 

Mr. Keuss. Without objection, this material may be put in the 
record. 

(The material referi^ed to follows:) 

Capital Flight Fbom Latin America 

It is impossible to be precise about the extent of capital flight from Latin 
America. 

An authoritative study on this matter, "How Much Capital Flight from Devel- 
oping Countries?" was published in "The Fund and Bank Review" — a joint 
publication of the IMF and IBRD— March 1965 issue (vol. II, No. 1, pp. 25-33). 
This study concluded : 

". . . there is some incontrovertible evidence in U.S. statistics of an appre- 
ciable outflow of local capital from Latin America and some indirect indications 
in Latin American statistics of further large outflows. But to derive precise 
figures from such evidence as exists would be an excessively hazardous task." 

The study indicated that various estimates which have been mentioned in 
recent years of the magnitude of Latin American capital flight, and assets held 
in foreign countries, are unsupported and cannot be defended. The only depend- 
able statistical information available are U.S. statistics which identify two 
types of recorded capital movements likely to be important as instruments of 
capital flight — ^bank deposits and other short-term banking assets in the United 
States and also, U.S. corporate securities. "The combined movement of private 
capital from Latin America into the United States recorded in these two cate- 
gories for the 12 years 1952-63 was $1.2 billion." For 1964-1966, the data show 
further such capital outflow from Latin America in the amount of approximately 
$500 million. 

There can be no doubt, therefore, that there have been considerable outflows 
of local capital from Latin America. Factors responsible for these outflows are 
well known — political instability, economic uncertainties and instability, and 
repeated currency depreciation under severe inflationary conditions. A major 
effort of the entire Alliance for Progress is to correct the conditions which 
stimulate capital flight movements and to create the confldence in political and 
monetary stability, and the climate of economic growth, necessary to induce 
Latin American capital to invest at homa 

Mr. WiDNALL. Thank you very much. 

Will we have an opportunity to ask some questions ? I do not mean 
here today. 

Mr. Reuss. You may submit any additional questions. The question 
of flight of capital is very much in the minds of many of us and it 
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inay well be that in our report we can make some suggestions. Thank 
you. 

. Secretary Fowler. Let me say just this one addendum to that 
question, I think that the actions that have been taken in various 

Quarters in recent weeks and months to express the feeling of con- 
dence in the new programs and policies that the Government of 
Argentina has recently embarked on ought to go a long way in creating 
an environment, an atmosphere that would be conducive to some re- 
flow of capital. The negotiations with the commercial banks abroad 
and in New York, with the International Monetary Fund and our 
Exchange Stabilization Fund agreement with Argentina, which was 
announced yesterday — ^I think these actions expressed a general feel- 
ing of confidence on the part of private financial sources, as well as 
the IMF and our own Government, that the new program in Argentiaa 
is an encouraging one and ought to invite movement of funds back into 
Argentina. 
• Mr* WiDNALL. Thank you. 

Mr. Reuss. Mr. Johnson? 

Mr, Johnson. Thank you, Mr. Secretary. I want to associate my- 
self with the remarks of Mr. Halpem. I agree with everything he said. 

Secretary Fowler. Thank you. 

Mr. Johnson. In order to, let us say, convince us to go for this $900 
million, I just have jotted down here what probably should be some 
of the objectives of the activities of this Bank, such as stemming the 
tide of communism, constructing worthwhile projects, raising the 
Standard of living, lostering good will toward the United States and 
discouraging nationalization. 

Now, I realize that it is a pretty broad subject for you to comment 
on. But in general what would you say in those fields has been the suc- 
cess of the Sank in its operations ? 

Secretary Fowler, in my own experience, which is limited fimda- 
mentally to the last 2 years — although I was generally familiar with 
its operations before — ^the Bank, as an indispensible part of the whole 
complex of activities which we normally call the Alliance for Progress, 
is making a very signal contribution to the achievement of all those 
objectives. It is hard to disassociate one particular line of activity and 
say that it gets the credit or the blame. But this is the Bank of the 
Alliance, and it is making contributions far beyond the normal supply 
of fimds for physical and social infrastructure. It is doing a job mat 
gives hope and promise to the people of Latin America by offering 
realistic alternatives to false doctrines and pie-in-the-sky dreams. R 
is encouraging them to measures of self-help which deal with structural 
problems that they recognize and we all recognize, but which haven't 
been dealt with adequately to date. 

When the $2 billion of outstanding loan commitments of the Bank 
are actually disbursed and spent, they will create a wide panorama of 
goods and services that will go a long way toward improving the ma- 
terial well-being of Latin America. 

More than that, the Bank is a striking example of the way that 
these various countries, which might be unequal to the task that Latin 
America presents if each one goes its separate way, can act collectively 
in a regional organization. In the Bank they can look, not at the prob- 
lem of whether something is going to benefit this country or that coun- 
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try, but whether it is goin^ to benefit what they think of as Latin 
America. I think the Bank is making a vwy signal contribution and I 
have no hesitancy at all in saying to you that I don't know where we 
could get a better return on our money — ^both tangible and intangible — 
in what you are being asked to do. I know Secretary Gordon will be 
able to deal with the broad area covered by your question much more 
decisively than I can. But I am trying to give you a personal view. 

Mr. Johnson. Just one more question. I have a profound interest 
in this subject. I have a nephew who is a surgeon on the ship Hope 
which is presently off the coast of Colombia. This is his thini year 
with them. 

We here up north hear a lot of people say, "Well, is it not too bad 
that most of the money that we send down to South America falls into 
the hands of politicians." Does it find its way into these worthwhile 
projects ? Is the money well supervised ? Do we have men down there — 
I am sorry I did not get down there with the chairman last fall to 
inspect a lot of these projects — ^but is it under surveillance and is the 
money honestly and properly spent? 

Secretary Fowler. I would like to refer that question to one who 
is closer to it than I am, the U.S. Executive Director, Secretary True 
Davis, who has had a long career in private buMness, as well as in 
public ofl5.ce. He has been our Director over there for about the last 9 
months and he brings no particular prejudice one way or another to 
the job. He doesn't have a long stake of vested interest in it. I would 
welcome his observations in answer to your question. 

Mr. Davis. I feel that the control on the monejr spent is really quite 
good. Naturally, in any organization such as this, it had some proce- 
dures in the beginning that needed tightening and these procedures 
have been tightened over the years. We do have our disbursement area 
here in the Bank which is very carefully controlled. We have our devel- 
opment people and our project analysis people in the field. We check 
every stage of the contract development — so mat I feel that our policies 
in this respect are very satisfactory. 

But I should say, too, that they are improving each year and we are 
certainly going to see that they are ev^i made far better. 

Mr. Johnson. Thank you. 

Mr. Eeuss. Mr. Stanton? 

Mr. Stanton. Thank you, Mr. Chairman. 

Gentlemen, we welcome you before the committee. I offer my own 

Eersonal -apologies that we have to leave for this previous commitment, 
onoring Gerry Ford. 

Mr. Secretary, when I first came on the committee one of the first 
bills we passed was the act to combine the Social Progress Trust Fund 
with the FSO. Has this been completed now? Do you still operate two 
separate trust funds? 

Secretary Fowler. No, the Bank does not. As the Social Progress 
Trust Fund moneys are committed and disbursed, the objectives which 
were being addr^sed by both the Social Pr^ress Trust Fund and 
the FSO are now being accomplished by the FSO above. So, we might 
say that their activities have been consolidated. Therefore, we are 
not considering any request for additional funds for the Social Prog- 
ress Trust Fund. It is all focused in this one soft-loaa operation. 

Mr. Stanton. Do you anticipate, Mr. Secretary, that the Congress 
will be asked to increase funds to the hard-loan fimds? 
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Secretary Fowler. Next year there will be an increase in tlie ordi- 
nary callable capital and we will come to the Congress with a request 
to meet our appropriate responsibility in that regard. That, however, 
does not call for the disbursement of public funds. It really is like a 
banking transaction — we subscribe to the particular amount of callable 
capital and the practical effect is that the U.S. Government credit 
can stand behind bonds that the Bank will issue in the private financial 
markets to the extent of our subscription. It is a kind of guarantee. 

Mr. Stanton. Mr. Secretary, the difficulty that this bill is going to 
have in the Congress, I think, is preempted on the fact that it is asking 
for additional funds — what we might call one-way or the other foreign 
aid. It just is not the tempo of this country, with which you are 
more familiar than any other single individual, the problems that we 
have, not necessarily the balance of payments, but the deficit in our 
budget and so forth ; and I am sure that you realize more than anybody 
else, that it does seem to me that it is unfortunate that there has to be 
this particular increase at this time. 

Does the contribution of the Latin American countries to raise their 
contribution to $300 million preempted on the fact that we will raise 
ours to $900? 

SecretaiT Fowler. The two things are interlocked and are mutually 
conditional. In other words, it is a package and when two-thirds of 
the governments whose contributions total $1,125 million, have agreed 
to make their contributions, then it becomes effective. 

I believe from the attitude and expression of most of the Governors, 
that if the United States picks up its $900 million — which is an 
increase of $50 million a year, or $150 million from the 3-year scale of 
$750 million that we had previously — ^that the Latin American coun- 
tries will pick up their $300 million, which will represent doubling 
their commitment. 

As I indicated in my statement, this means a reduction in the relative 
burden — ^if we want to call it a burden — from a 5 to 1 ratio of the past 
replenishment to a 3 to 1 ratio. 

So, in terms of self-help, in terms of the concept of getting other 
countries to participate in this regional enterprise, the current proposal 
represents, I think, a very real advance. 

We are faced. Congressman Stanton, at this time in Latin America, 
as I see it, with this proposition : There is a great need for external 
assistance. External assistance can, under no circumstances, however, 
supply what is needed unless there is a much more dynamic increase 
in local and domestic activities directed toward the objectives of the 
Bank and the Alliance. 

Therefore, if we pause or halt in our support of this particular 
operation, I would say that it would have a far more deleterious effect 
than a refusal to add the $50 million a year to our Latin American 
commitment to the Bank, which is what is involved. It would have 
an indirect and intangible effect and ^eatly diminish the total effort 
that might otherwise occur. And, looking at it another way, given the 
fact that the aid is tied, given the fact that we are trying to energize 
through various approaches as much additionally as we can, wherever 
local costs are involved — rather than substituting aid exports for com- 
mercial exi)orts — ^we really are transferring real resources rather than 
cash. 
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I am certainly cognizant that the Treasury is very sensitive to in- 
creasing our cash commitments. But looked at in terms of available 
resources in the United States — physical goods and services that can 
be produced and transferred and put to work in these areas — ^there 
are no shortages and we can afford a great deal more than we are 
doing. The problem is to devise the mechanical, financial, and the 
organizational means whereby these resources can be transferred with- 
out a severe impact on our balance of payments. 

From a budgetary angle, considering the points that Congressman 
Johnson made as to what is at stake in Latin America, I think this is 
a tremendously worthwhile investment which deserves a very high 
priority in terms of what it is going to get — far more than the $50 
million a year — it is going to energize and give a dynamic impetus to 
a much larger body of resources which need to be put to work m Latin 
America. 

Mr. Stanton. Thank you, Mr. Chairman. 

Mr. Reuss. Mr. Mize ? 

Mr. Mize. Mr. Chairman, thank you. 

I have no questions but I am happy to know, Mr. Secretary, you 
emphasize and are assuring us that the U.S. contribution will be sub- 
ject to appropriate balance of payments safeguards. 

Secretary Fowler. That certainly is our objective and we are en- 
couraged by the experience we have had, as I indicated, not only 
with the Bank management, but with the countries concerned. I met 
with a number of the Governors separately during their visit here^ 
as you know I also did so in Mexico City when we first discussed this 
problem, and I am encouraged that they understand what our problem 
IS and they want to help. 

Mr. Eeuss. Thank you. 

Secretary Gordon, would you proceed now, sir ? 

STATEMENT OF HON. LINCOLN GORDON, ASSISTANT SECRETAEY 
or STATE FOR INTER-AMERICAN AFFAIRS 

Mr. Gordon. Mr. Chairman, and members of the committee, it is 
a pleasure to come before you today to speak in support of the proposed 
bill to increase the resources of the Inter- American Development 
Bank. 

This proposal is designed to support the far-reaching decisions sub- 
scribed to by the Presidents of the OAS member countries at the sum- 
mit meeting in Uruguay 3 weeks ago. I should like to take this oppor- 
tunity to comment briefly on the character and significance of those^ 
inter- American Presidential agreements. 

For the first time in our history a meeting of the highest political 
leaders of this hemisphere focused on action to promote greater unity 
within Latin America and more effective inter- American cooperation 
to accelerate economic and social progress. The Presidents were all 
aware that their decisions in these fields, and the subsequent actions 
to carry out these decisions, would shape the political as well as the 
ecx)nomic destiny of our hemisphere for many years to come. The 
critical decisions would not have been made without bringing together 
the Chiefs of State for a definitive expression of j)olitical will at the 
highest level — and the sense of energy and conmiitment required to^ 



Digitized by 



Google 



18 liiTER-AMERICAN DEVELOPMENT BANK ACT AMENDMENTS 

achieve difficult objectives could only be imparted by the hemisphere 
leaders themselves. 

The essence of the summit agreements was a vigorous reaffirmation 
and consolidation of the basic principles of the Alliance for Progress — 
Latin American self-help for accelerated development, institutional 
modernization and reform, and external support organized through 
inultilateral instruments of inter-American cooperation— but now with 
a strong new commitment for Latin American economic and physical 
integration. 

The idea of a Latin American Common Market was converted from 
a vague and timeless aspiration into a specific agreement to achieve 
a clearly defined goal at a rapid pace through specified procedures. 
The significance of this accomplishment cannot be overstated. 

In singling out agricultural modernization and educational im- 
provement, along with health, for especially intensive action, the 
Presidents were building deliberately on the experience of the first 
514 years of the Alliance. The chapter on the "Presidential Declara- 
tion on Agriculture" is directly in line with the recent report of this 
subcommittee and it is also in line with actions which have been 
taken by our lateral aid programs through the development of sector 
loans in the two major priority fields ol agriculture and education. 

Mr. Reuss. Let me interrupt very briefly to say that this subcom- 
mittee could not be more delighted with this new emphasis. Later on 
you point out that the Bank expects to double the amount of loan 
funds that the Bank expects to double the amount of loan funds it 
channels into agriculture. This subcommittee has indicated that it 
thinks this is exactly right — ^the right route. We are extremely proud 
of whatyou are doing. 

Mr. Gordon. This experience had demonstrated that in these key 
sectors of social investment the progress achieved, although substan- 
tial, was insufficient to meet the pressing needs of their peoples and 
that higher rates of overall economic growth are directly dependent 
on more rapid headway in these sectors. 

. The Presidents also emphasized the importance of avoiding the 
diversion of scarce resources into the competitive acquisition of un- 
necessary armaments. 

In all thefe decisions, and in the bilateral and multilateral discus- 
sions leading up to them, there was evident a remarkable maturing 
of Latin American attitudes since the inception of the Alliance for 
Progress. The leaders of today clearly recognize their own primary 
responsibility for national and collective action to speed development. 
They display a growing confidence in their capacity to carry forward 
these actions. 

Tlie evidence from actual performance is no less dramatic. During 
the past 6 years the gross investment of the Latin countries approxi- 
mated $91 billion, of which $80 billion — about 88 percent — came from 
within Latin America itself. It is easy to forget tnat the Latin coun- 
tries are carrying by far the greater share of the burden of their own 
development. It could not and should not be otherwise, as the Latin 
American Presidents were clearly aware at the summit meeting. Of 
the remaining 12 percent something like 61/^ percent was supplied bv 
U.S. public funds. Tlie rest came from international institutions, pri- 
vate investments from outside Latin America, and rather modest bi- 
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lateral government support from the governmfents, especially in 
Europe. ' 

And they have pledged themselves to even greater internal efforts for 
development in the years ahead. We have prepared a report document- 
ing many of these efforts, both in physical accomplishments and in 
such fields as tax reform and other institutional improvements. Should 
you desire, it can be incorporated in the record. 

I would suggest, with your permission, that this be incorporated in 
the record. 

Mr. Reuss. Without objection, it is herewith received. 

Mr. Gordon. Thank you. 

(The document referred to may be found in the appendix, p. 115.) 

Mr. Gordon. During the past few years, the Latm- American gov- 
ernments have been showing real determination in the fight against 
inflation. This serious problem has for many years plagued a number of 
South American countries, including Brazil, Chile, (5>lombia, Argen- 
tina, Uruguay and Bolivia. In all these countries comprehensive stabili- 
zation programs have been undertaken and significant results are being 
achieved — ^in Brazil and Chile, for example, inflation has been more 
than halved in the past 3 years. 

This record of resource mobilization, struggle against inflation, 
and institutional modernization shows political courage and a new 
spirit of responsibility in the direction of broad economic and develop- 
ment policies in Latin America. This spirit and courage augur well for 
the continuing and expanding process of Inter- American cooperation 
under the Alliance for Progress. And the role of the Inter- American 
Development Bank, "the Bank of Integration," is a major one. Along 
with the Inter- American Committee on the Alliance for Progress 
(CLAP) the Bank embodies joint effort and multilateral cooperation 
under the Alliance. 

Last week, at the eighth annual meeting of the Board of Governors, 
the Bank's commitment to the integration of Latin America was 
reconfirmed. At the Chiefs of State meeting, the Presidents endorsed 
the leading role of the IDB in conducting the studies necessary to 
identify and prepare multinational projects, and to participate in their 
financing. To this end the Preinvestment Fund for Latin American 
Integration was set up last year. Earlier this year the Fund prepared 
a work program, which was submitted to CIAP to determine the 
priorities for the various studies listed in the program. The determi- 
nation was to take into account suggestions by the Secretariat for 
the Economic Integration of Central America and Latin American 
Free Trade Association. These are the two organizations already in 
the field looking toward closer economic integration in the Central 
American area and in South America, plus Mexico, respectively. 

One i^udy, that of telecommunications in 10 Latin- American coun- 
tries, has already been completed for the Bank by Page Communica- 
tions Engineers, Inc. It recommends a 10-year program to raise to ac- 
ceptable standards the telecommunications systems of 10 Latin- Ameri- 
can countries. As a prerequisite to overhauling South American 
communications the report recommends that detailed surveys be made 
in each of the 10 countries of South America so as to recommend fi- 
nancial and administrative policies on such matters as rates, plant 
modernization, satellite earth stations, management and personnel 
organization^ planning and cost control. 
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In the first quarter of 1967 the Bank approved the first loan from the 
Preinvestment Fund. This loan will be used to finance feasibility 
studies for expansion of a hydroelectric plant on the Acaray River 
in Paraguay. The power generated by this plant will be used not only 
by Paraguay, but also by Brazil and Argentina. This loan constitutes 
a significant Bank contribution to the ultimate interconnection of 
Latin America's electric systems. 

The Declaration of the Presidents singled out certain multinational 
projects for priority attention. Power and telecommunications and 
highways were included as were the development of regions such as 
the Gulf of Fonseca and the River Plate Basin. This is of interest to 
a great whole group of South American countries. 

Studies of these areas are also included in the Bank's work program. 
Without the communications and transport networks, the develop- 
ment of the great river basins, the provision of regular and abundant 
supplies of power — ^^all of which the Bank is working to bring about — 
economic integration will be impossible and the vast potential of 
Latin America's inner frontiers will remain untapped. 

The economic integration of Latin America should be of great 
benefit in accelerating industrialization on the basis of wider markets, 
the development of a more modern agriculture, and the increase of 
overall rates of economic growth. As President Johnson said last 
August, "Li the total development of Latin America, national and 
local plans and projects are important, but regionwide plans and col- 
laboration are absolutely essential. Nineteen fertilizer industries, 19 
steel complexes, 19 isolated markets, and 19 different systems of tariffs 
would signify only stagnation, inefficiency, and waste." The experi- 
-ence of the Central American Common Market already provides us 
with evidence of what can be achieved through Expanded markets 
and more rational use of resources. Li bringing about the economic 
integration of Latin America the Inter- American Development Bank 
has an especially important role. Besides the preinvestment studies 
and projects which it finances, the Bank has established in Buenos 
Aires the Listitute for Latin American Integration. Besides training, 
one of the tasks of the institution will be to participate in the planning 
of the development of the River Plate Basin area. 

The Bank will also play an important part in carrying out the sum- 
mit decisions with respect to accelerating development of agriculture 
and education. As the chairman said, the Bank expects to double the 
amount of loan funds it channels into agriculture and to increase 
substantially its support for education, which was one of the key areas 
of attention of the Social Progress Trust Fund. The Bank is now ac- 
tively seeking to develop projects in the field of vocational education, 
to supplement its previous main concentration on higher education. 
They realize as do we, that a lack of trained intermediate level techni- 
cians can be a serious obstacle to rapid development. By the nature of 
these programs, a significant proportion of the direct inputs must be fi- 
nanced in local currency of the country concerned, even though in- 
directly they do increase the demand for imported goods and services. 

I would like, in that connection, Mr. Chairman, in commenting on 
the colloquy between Congressman Widnall and Secretary Fowler, to 
say that one of the wavs of testing the results of very strenuous efforts 
to protect the U.S. balance of payments in connection with the opera- 
tions of IDB and also our own bilateral aid operations in Ameirica, ifi 
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to measure the trend in the U.S. share of total exports to the Latin 
American countries. Our computations of the U.S. share of all com- 
mercial exports — ^that is, excluding AID financial imports — ^to Latin 
America by the industrialized countries show that the U.S. share has 
actually increased since 1961, the beginning of the Alliance for Prog- 
ress, whereas the share of the other industrialized countries has actually 
decreased. 

We will be happy to submit a detailed document fcwr the record on 
all of these. The results in the last 4 or 5 years, especially since we 
have introduced these techniques that Secretary Fowler referred to, 
have been very encouraging. 

Mr. Reuss. Without objection that analysis will be received. 

(The document referred to follows :) 

U.S. Economic Assistance to Latin Amebica and the U.S. Balance of 

Payments 

summary and conclusions 

1. This memorandum examines some questions relating to the proposal to 
increase U.S. financial support of Latin American efforts at development and 
economic integration. 

2. U.S. foreign aid disbursements could have a negative impact on the U.S. 
balance of payments if U.S. aid leaks away from the recipients to the surplus 
countries in Europe and to Japan or, more specifically, if U.S. aid merely substi- 
tutes for dollars which would normally be spent for U.S, exports and which 
are thus freed to pay for imports from third countries. 

3. In the case of Latin America, neither of these concerns is borne out by an 
examination of the data for recent years since aid-tying procedures have become 
more effective. 

4. An examination of the data indicates Latin America has not been using 
U.S. assistance and other earnings in the United States to finance net purchases 
or to service debt in other industriaUzed countries. 

5. Rather the data suggest that for 3 of the last 4 years Latin America has 
earned apparent surpluses with Europe and Japan ; moreover in 1965 and 1966, 
Latin America (including the IDB) has been in deficit with the United States 
( on the liquidity definition of the U.S. balance) . 

6. In spite of a substantial increase in its total foreign exchange reserves in 
recent years, Latin America's holdings of gold have declined by $435 million 
since 1961. 

7. Since the beginning (1961) of the Alliance for Progress, the U.S. share of 
the Latin American market declined initially, but has subsequently been main- 
tained, even when that market is defined to exclude imports financed by U.S. 
aid. Similar trends are apparent in those countries in which U.S. assistance is 
high. 

8. Improved techniques for utilizing AID dollars which were put into effect 
by the largest aid recipients during the last 2 years appear to be helping to 
increase the U.S. market share in those countries. 

9. Judged by this recent experience, it should be possible to provide further 
U.S. economic assistance to Latin America in such a way as to safeguard the 
U.S. balance of payments. 

OVERALL BALANCE OF PAYMENTS WITH LATIN AMERICA 

10. The general concern that U.S. assistance leaks to other industrialized 
countries reflects an assumption that the less developed countries run a payments 
deficit with Europe and a payments surplus with the United States. In Latin 
America, however, the trend in recent years has apparently been in the opposite 
direction : there has been an improvement in the U.S. balance-of -payments posi- 
tion on recorded transactions with the Latin American Republics (including 
the IDB). The U.S. deficits with Latin America declined from 1961 to 1964 and 
moved into surpluses in 1965 and 1966. This improvement and surplus accrued 
in a period of sharply increasing disbursements of AID assistance. At the same 
time, there was a marked improvement in Latin America's payments position 
with the rest of the world. Beginning in 1963 Latin America has gained sub- 
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stantial tpif^tgb. ^±c3ifiiig€ reserres through transactions other than those with 
the UMted Stittes. Latin An^ica earned large trade surpluses with Etnrop^ and 
Japan from 1^62-65. Latin America, unlike Europe, has not been converting 
its increa.sed dollar holdings into gold. In fact, since 1961, Latin America has 
sold $435, million worth of gold, with $200 million of the decline in the period 
since Deccmiber 1962 when dollar holdings have been increasing. 

THE U.S. SHABE OF THE LATIN AMERICAN MABKET 

11. Of particiAar interest in considering the effects of aid to Latin America 
on the U.S; balamse of payments is the U.S. share of Latin America's imports. 
During the Alliance for Progress, the U.S. share of the Latin American market 
initially fell, but has been relatively stable since 1961. However, to determine 
whether a substitution of AID dollars for free dollars is actually taking place, 
we have prepared a statistical study which shows the year-to-year trend in the 
U.S. share of Latin American imports not financed by U.S. assistance. If imports 
financed by U.S. assistance dollars were substituting for "commercial" imports 
from the United States, the U.S. share of this residual market would decline. 
The data show that, after falling in the first year of the Alliance for Progress, 
the U.S. share of the non-aid-financed market was maintained throughout the 
period 1961-66 at about 38 to 39 percent. The data also show that the U.S. share 
of the imi>ort market supplied by the industrialized coimtries — ^that is, excluding 
the effect of intra-Latin American trade — ^after an initial fall, has improved 
slightly, rising from an average of about 48 percent in 1961-64 to about 49 
percent in 1965-66. 

12. In countries which have received relatively large amounts of U.S. assist- 
ance — ^Brazil, Chile, and Colombia — ^the U.S. share of the non-aid-financed market 
has followed Uie same general pattern as in Latin America as a whole. Since 
the beginning of 1965, the State, Commerce, and Treasury Departments have 
worked together in develoi)ing significant innovations in the use of the AID 
dollars made available to these three coimtries to facilitate U.S. exports. The 
results of these measures are encouraging. The U.S. share of the market sup- 
plied by the industrialized coimtries in Brazil, Chile, and Col(mibia has increased 
from an average of S7 percent in 1961-64 to 42 percent in 1965-66. 
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Mr. Gordon. As our own President stated at Punta del Este, we 
have entered a period of great urgency in action to speed development 
in Latin America — ^national sdf -help action and international coop- 
erative action. Rising population and the growing needs for food and 
jobs are creating legitimate pressures for more rapid development 
which it would l)e aangerous to ignore. The modest additional re- 
sources we seek for the II)B will play a vital part in carrying forward 
the action program agreed by the Presidents at Punta del Este. Upon 
the success of that program depends the course of the Alliance for 
Progress and the health of inter-Ajnerican relations for many years 
to come. I join Secretary Fowler in urging favorable action on the 
resolution before the committee. 

Mr. Reuss. Thank you, Mr. Secretary . 

Let me state that it is my intention, if this is agreeable with all mem- 
bers, to recognize Mr. Haip^m, who likewise has to leave, and then to 
hear from Mr. Davis and then to give members the right to question 
the witnesses here. 

Now, Secretary Fowler must leave in 15 or 20 minutes. 

Secretary Fowj^ejr. 12 :25. 

Mr. Reuss. I would hope we can conclude our hearings this morning. 
Does that sound like an acceptable scenario ? 

Mr. Hanna. Only one question. If Mr. Fowler is going to leave 
would it be possible to just make one point with the Secretary before 
he leaves? 

Mr. Reuss. Yes, the Secretary will be here for 20 minutes. If the 
scenario suggested is agreeable I will recognize Mr. Halpem. 

Mr. Haupern. Thank you very much, Mr. Chairman. 

I find, too, that I must leave for the function honoring the minority 
leader. 

So, I appreciate your recognition at this time, Mr. Chairman. I 
certainly appreciate that my cmleagues have yielded to me and I assure 
them that Twill be brief. 

Mr. Secretary^ I direct this to the Secretary of the Treasury — ^there 
has been an obvious decrease in private investment in Latin America 
and there has been an increase in public investment. Now, this bothers 
me. Would you care to observe whv there has been this decrease and is 
there anythi^ we can do about it? 

Secretary Fowxer. I think we must take some time phases, Con- 
gressman Halpern, in order to look at this ^[uestion. 

I think you quite properly point to a decline in the role of private 
investment in adding external capital looked at over, say, the last 5 
or 6 years from a period in the late fifties when there was a substantial 
investment, particularly in petroleimi development in Venezuda and 
several other significant areas. 

Looked at in terms of the last year or two, we find some pounds 
for encouragement that private investment is beginning to mcrease 
m Latin America and as a matter of fact, we look in the current 
year, 1967, for some substantial increase in direct investment in most 
of the less developed countries, and particularly in Latin America. 

As you know, under the voluntary program of the Dejpartment of 
Commerce, direct investment of the cooperating compames — roughly 
the 600 largest ccnnpanies in the coimtry — m the less-developed 
countries was excluded from the targets set up for individual com- 
panies. The information we have about their contemplated scale of 
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investments is one of the sources of my remarks. But I think tliere 
are other evidences and that in the last year or two there is a new 
resurgence of interest in Latin America, I cannot quantify, except 
to say we have turned the comer and we are back in the direction of 
an increase. Perhaps Mr. Gordon would be better informed on this. 

Mr. Gordon. Congressman, in quantitative terms we have figures 
only through 1965 and as the Secretary said, they show an interesting 

J)attem. There was a falloff from a small peak in 1961 during the 
oUowing 2 year&— this is American direct investments, including 
reinvestments, plus reinvested subsidiary earnings. The low point was 
$236 million in 1962, $242 million, 1963, then it moved up to $359 mil- 
lion m 1964 and $469 million in 1965. 

As a former Ambassador to. Brazil, I might comment that except 
for the oil investments in Venezuela, ferazil, the largest country, was 
also the area of the largest U.S. investment during uie late 1950's. 

Brazil went through this verjr severe political crisis, beginning 
with the resignation of the President in August of 1961. It lasted 
for 2^ years and was resolved by the revolution of March 31, 1964. 
During that period foreign investment, American atid other really 
fell to zero. And for reasons that are entirely imderstandable. After, 
the revolution foreign investors began to make new plan^r-^it takes 
a long time for those plans to' mature to the point of an actual 
flow of funds and now there is a kind of resurgence of investment. 
The principal copper companies are interested m Chilean copper — 
expansion is now going on in large investments, mounting to many 
hundreds of millions of dollars for a large copper expansion program. 

There are similar experiences in Peru. The rate of investment con- 
tinues quite high in Mexico and the whole outlook with the improved 
political stability which has been manifested in Latin America in 
the last few years, is indeed, very promising. 

Mr. Halpern. Mr. Secretary, referring to Secretary Gordon, as you 
may know, a recent report of this subcommittee indicated that not 
sufficient American aid money for Latin American capital has been 
invested in agriculture. I was very pleased to hear you place emphasis 
on agriculture in your testimony. 

In line with the development of agricultural programs, I am, 
specifically concerned with rural development designed primarily to 
benefit low-income groups, such as land settlement and credit to small 
farmers. Could you statiei what programs might be impleinented in 
this area with the increased funds ? 

Mr. Gordon. I would like to supplement by sending in a written 
statement if I could, because I could give you a good deal more detail. 

I don't have it — perhaps Secretary Davis has, the precise types 
of projects that the Inter- American Bank has in mind. Although I 
have heard of some individual examples. 

The emphasis in the Presidential summit talk in the chapter on 
agriculture is exactly in the direction that you mention. It is an 
effort, a combined effort, for emphasis on improving rural living con- 
ditions on the one hand, and improving agricultural productivity and 
thus output on the other. It is trying to bring together for the first 
time — and I recall in Chairman Reuss' report a rather sad statetnent 
to the effect that in spite of the many agencies, domestic and inter- 
national, interested in this problem, there have been few, if any, 
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comprehensive agricultural development plans made in Latin America. 
This is now being taken strenuously in hand. 

The effort to bring together— the opening up of new lands for land 
settlement or colonization as the Latins call it, improved credit, ap- 
propriate minimum price incentives for farm, producers without 
getting them so high that unsalable surpluses are built up, agricul- 
tural education and extension services, and where it is appropriate, 
agrarian reform in the sense of arrangements, either to encourage the 
sale through land taxes or actually to expropriate unused land hold- 
ings and get them put into productive use — all of these elements are 
now being looked at by the Latin American Governments with out- 
side technical help as a comprehensive package for the first time. 

This is the field, along with education, where it is hardest, I think, 
to get effective action. It requires decentralized administration. It 
is dealing with rural populations who are known in all countries 
at all times as the groups who are the most resistant to change and 
innovation and experimentation. Nonetheless, it is being seriously 
attacked. 

Certain types of foreign investments are directly related to the 
development of agriculture. Investments which can lead to a reduction 
in the costs of certain agricultural inputs, improved seeds, fertilizers 
aild agricultural machinery, are of course the principal ones. This is 
an -ihtegral part of these programs. 

In the sector loans we were discussing for agriculture in the bilateral 
program, we are placing great emphasis on additional, and I stress 
additional, exports of the U.S. supplies some of these basic agricul- 
tural inputs and we are working witn the countries to assure that they 
are available at reasonable prices and with an effective distribution 
mechanism so they can actually get out to the farmers who will put 
them to use. 

Secretary Fowler. I will just add. Congressman Halpem, I think 
the cardinal examples of what the Bank would do in this area are agri- 
cultural credit, land settlement projects and irrigation projects. Those 
are the three concrete areas to which the resources would be devoted. 

Mr. Halpern. Thank you, Mr. Chairman. I do have some other 
questions along these lines and also some questions for Secretary 
Fowler, but for want of time I would like to submit those in writing 
and shall do so within the next 24 hours. 

Thank you, Mr. Chairman. 

Mr. Reuss. Secretary Davis, we have your full and excellent state- 
ment. I just read it. It is in the record. In view of the time problem 
that confronts us, I think I will ask that we' receive it in the record 
and that you make yourself available as you are for questioning by the 
subcommittee. , 

Mri Davis. Thank you, Mr. Chairman. 

(The statement referred to follows) : 

Statement by Hon. True Davis, Assistant SucRttTAfeir of the Tbeasusy and 
U.S. Executive Director op the Inter-Amerioan Development Bank 

Mr. Chairman and members of the committee, I am pleased to accompany 
Secretary Fowler and Assistant Secretary Gtordon on their appearance in sup- 
port of the proposal for an increase in the resources ofi the Fund for Special 
Operations of the Inter-American Development Bank. Se(:retfiiry Fowler has 
presented you tibe reasons for the proposed increase. Assistaiit Secretary Gordon 
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lias given you tbe pbliticia and economic context in which the Inter- American 
Development Bank operates. As U.S. Executive Director of the Bank I would 
like to add some comments on the organization, management, and operations of 
the Bank. I might add that I make these comm^its against the background of one 
having come into govermnental service after a long career in domestic and inter- 
national business. 

Under the Bank's charter, the Board of Executive Directors is "responsible 
for the conduct of the operati(ms of the Bank." In the fulfillment of this duty the 
Board takes an active, direct and continuous interest in the affairs of the Bank. 
As of April 15, the Board has authorized from all available resources 407 loans, 
totaling $2,087 billion. These loans are described in greater detail in the report 
of the Executive Directors recommending these increases in the resources of the 
Bank. This repprt is available as an annex to the present report by the National 
Advisory Council. SufSce it to say that the loans cover the broadest Spectrum of 
activities : agriculture, education, health, industry and mining, water and sewer- 
age, housing, transportation, and electric power. They cover governmental and 
private loans, technical assistance and preinvestment financing, multinational 
loans, and regional development. In short, the Bank is the single most comprelien- 
sive lending institution which represents to our Latin American friends their 
Bank for the Alliance for Progress. This multitude of activities and resp<msi- 
bilities places a heavy burden on the Bank's organization and management and, 
of course, its Board of Executive Directors. 

The Board is expected to be familiar with the details of all loan transactions 
in order to determine whether or not they comply with the letter and spirit of 
the Bank's charter. This involves a careful examination of the economic, finan- 
cial, and technical analyses of the project as contained in the loan document 
If the loan is not fuUy satisfactory, changes are proposed and referred back to 
the staff to negotiate with the borrower. Under provision of the Bank's charter, 
loans from the Fund for Special Operations can be granted only if the U.S. 
Director votes positively for the proposal. In addition to passing on loan api^ca- 
tions the Board makes determinations on matters of general policy and organiza- 
tion and is consulted on basic management problems by the management of the 
Bank. 

Under the agreement, the United States appoints its Executive Director. The 
remaining six Executive Directors are elected by the Latin American members 
without participation by the United States. As required by the agreement, the 
Executive Directors are persons of recognized competence. 

The detailed estimates in the attached tables Illustrate the extent to which the 

When the procedures for the election of the Latin American Directors were 
originally drafted in 1959, it was expected that Cuba would become a m^nber 
of the Bank. When that coimtry remained outside the Bank, the balanced Latin 
American representation which the election procedures were designed to assure 
was disturbed. The proposed resolution on election to the Board of Directors 
would rectify this situation to the satisfaction of the Latin American members 
and would in no way affect U.S. representation or voting power in the Bank. 
Since the proposed resolution involves an amendment to part of the Bank's 
articles of agreement, congressional authorization is required in order that the 
U.S. Governor may vote for the resolution. 

Since there are many development programs, national and international, oper- 
ating in Latin America, there is an unquestionable need to look at coonUnaticm 
efforts. Within the U.S. government, the National Advisory Council is the forum 
where every loan is reviewed and we achieve effective coordination of this Bank's 
efforts with other U.S. and international financing agencies. With regard to the 
Bank, I am in wholehearted agreement with the statements contained in your 
recent report, Mr. Chairman, that coordination at the headquarters level and in 
the field is an absolute necessity to avoid duplication of effort and insure maxi- 
mum use of scarce capital resources. I believe there have been notable impiove- 
ments in this area from the early days of the establishment of the Bank, botii 
in relating overall country programs and performance to the Bank's activities 
and in approving and carrying out individual projects. 

We now have the Inter-American Committee for the Alliance for Progress, 
CLAP, which provides a multilateral framework to establish standards of per- 
formance, to spur self-help measures, and to evaluate institutional programs, 
including fiscal and monetary reforms. The OIAP also provides the fomiiL where 
the AID, the IBRD, the Export-Import Bank, and the IMF and the IDB are aUe 
to meet together and exchange views and information and concert their effiod& 
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The office of the Program Adviser represents the Bank in these matters. This 
office has in recent years moved into developing multiyear programs as part of a 
total country development strategy and has related these programs to the work 
of other external financing agencies, particularly to the U.S. bilateral efforts. 
Additionally, the Bank has been establishing iand strengthening its field offices 
so that the dialog goes on in the field as well as in Washington. There have been 
gaps in the past and there continues to be room for improvement. However, the 
AID mission directors in an annual meeting here in Washington last week re- 
ported that the last year has shown major improvements. 

To assure that its organization and procedures are kept current with the in- 
creasing workload and modem techniques, the Bank has contracted with a lead- 
ing U.S. management consulting firm. The Bank has established within its Operar 
tions Department a division of loan administration. This unit is focusing attention 
on the implementing actions needed to bring the loan into final ftiiition. Also, 
a controller of operations with a small staff has been established to spot chedc 
all operations and delve into particular problem matters. These organization units 
are additional to the usual internal auditor and audits conducted by Price Water- 
house & Co. 

The Bank has continuously been improving its disbursement controls and proce- 
dures. In order to hold out hope to the peoples of the hemisphere that actions 
were underway to deal with their pressing economic and social problems, in the 
early stage of the Bank there were cases where perhaps loans were authorized too 
rapidly. As greater understanding of the development process and of woi*king 
with external financial agencies has occurred, it has been possible to complete 
many conditions prior to the authorization of the loan, rather than authorizing 
the loan and the funds remaining unused until those conditions were fulfilled. 
Authorization of loans prior to contract signing enables the borrower to raise its 
contribution to the project, to .cai;ry out the final stage of the complete engineer- 
ing plans, or to take other preliminary but essential action that it would other- 
wise not take unless it had the assurance that financing would be available. 

The Bank has established mechanisms which provide that disbursements will 
be made only as expenditures are incurred for specific goods and services and 
the conditions upon which the loan is made has been met. It is, therefore, possible 
to follow each item financed by the Bank from the determination of specifications 
and the placement of an order to the delivery of an item and its actual use in the 
project. As a general rule, the Bank engages the service of project engineers, 
consulting firms, and other specialists required for proper inspection and super- 
vision of each operation with the borrower bearing these special costs. 

The Bank continues to accelerate its disbursements within the bounds of 
sound and careful management. At the end of 1965, 38 percent of the Bank's 
iwrtfolio was disbursed ; at the end of 1966 this was increased to 42 percent The 
nature of many of the Bank projects in less devieloped countries requires that 
the period of disbursement be much longer than in the United States. There are 
also cases where the halting or slowdown of disbursements is necessary to ac- 
complish the desired reforms, particularly in the pioneering efforts of loans for 
agriculture and education. In addition, the Board conducts a detailed review 
semiannually of the slow-moving and problem loans in order to take the necessary 
action, including cancellations. The Board and the management agree that funds 
cannot be earmarked and un8i)ent with the needs of the hemisphere so great and 
the resources limited. 

One important test of the ability of an organization is the caliber of its per-, 
sonnel. In general, the Bank has reason to be proud of the dedicated North and 
Latin Americans on its payroll. The Bank has at its top levels leading specialists 
in the agricultural, education, legal, economic, and engineering fields. Here 
again we cannot be satisfied and need to continue to improve the caliber of all 
personnel and representation of the U.S. talent on the staff of the Bank. As 
Secretary Fowler said at last week's Board of Governors' meeting, "I believe each 
of our governments equally has the responsibility of assuring that the Bank has 
at its disposal — even if only for a relatively short time — ^the intellectual and 
technical best that the hemisphere can produce." 

I cannot close without calling your attention to the real accomplishments 
financed by the Fund for Special Operations and the Social Progress Trust Fund, 
listed in the Bank's report, "Socio-Economic Progress in Latin America," pro- 
vided to the members of the committee. There are listed the success stories in 
houses built, roads constructed, jobs created, savings and loan institutions estab- 
lished, schoolrooms being utilized, and agricultural credits provided. 
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To summArlze, the Intfer-American t>ey^\(yptiient Bank — the bank of the 
Alliance, the banR 6f integfatittn-^is a trttly multilateral institution, where the 
United States has an impoittttiit role to plajr. As a multilateral institution it can 
do many things wihch are difflctllt to achieve bilaterally and the United Statfes 
will continue to obtain many bfeh^flts from this arrangement We are certain that 
the necessary cootdifiatihg ferrangemehts and policti^s ftnd control mechanisms 
are equal to the task before tis, and that the development process is so dynamic 
that the necessary changes will be effected on the basis of experience and needs 
of the hemisphere. 

Mr. Reu88. I point out to my colleagues, Mr. Fowler has only about 
6 or 7 more minutes with us. I Ttill th<fti^f ore recognize members with 
this thought in mind. Maybe they can confine the first round of dues- 
tioninff to Secretary Fowler so everybody can get their foot in the door. 
We will stay in session as long as we can. 

Mr. Ashley? 

Mr. Ashley. Mr. Secretary, the proposed legislation contemplates 
an increase in $50 million a j^ear for 3 years ? 

Secretary Fowler. That is correct. 

Mr. Ashley. That is $300 million a year. What will be the budgetary 
impact as best you can judge ? 

Secretary Fowler. Our first installment would be due by December 
31, 1967. Tiiat is when we would have an obligation to make our pay- 
ment. An appropriation during fiscal 1968 will, therefore, be neoessa^. 
No appropriation request has been n[iade as yet and thus it will prob- 
ably be necessary to request a budget amendment. We have been work- 
ing with the Bureau of the Budget. I would suspect that it would have 
impact in fiscal 1968. 

Mr. Ashley. Will it be possible for you to submit for the record 
your estimate as to what the balance-of -payments implications would 
be upon passage of the bill before us ? 

That is, for the next 3 years ? 

Secretary Fowuer. Yes. 

(The iniormati(Mi requested follows) : 

Estimated activity and estimated halance'^zPO''iflf^nts impact of V,S. contrilmtion to 

increase of rSO resources 

[In millions of doll^ 





Calendar years 


Total 
1967-70 


1971 and 




1967 


1968 


1969 


1970 


later 


A. Estimated activity: 

1. U.S. contributions 


300 


300 
250 
10 

-10 

i? 


300 

300 

45 

-46 

+41 
-4 




900 
850 
166 

-166 

+149 
-16 




2. FSO loan commitments. . . 


300 
110 

-110 

+99 
-11 


50 


3. FSO loan disbursements » 




786 


B. Estimated balance-of-payments im- 
pact: 
1. Payments by the United States, 
letters of credit utilized (— ) . 




-786 


2. Receipts by the United States, 
estimated U.S. exports of 
goods and services '(+) 




+661 


3. Net U.S. deflcft (-) . _ . 




^4 









> Estimated based on actual disbursement experience of FSO loans committed In the years 1961-66. 
* No estimate has been attempted of U.S.^ receipts from incremental administrative and technical assist- 
anoB expenditures of the FSO. 

Mr. Ashley. Taking into accomit that 90 percent, as you testified 
essentially will be furnished either in kind or certainly from this 
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country. I think that if we had an idea as to balance-of -payments im- 
plications that this would be of considerable help to us when the bill 
^jets to the floor. 

Secretary Fowler. Yes; I will and I would say as of now, that we 
have made some studies on this question. In terms of current experi- 
ence, perhaps I could give you some information just very quickly 
that would be useful. 

In terms of the Fund for Special Operations items affecting U.S. 
balance of payments for 1963 through 1967, which involves a projec- 
tion for 1967, 1 would say that the net impact on the U.S. balance of 
payments, according to this study, a plus of about $6 million in 1963, 
a minus of about $19 million in 1964, a plus of about $8 million in 1965^ 
a plus of about $11 million on prelimmary figures for 1966 and will 
be a projected plus of about $8 million in 1967. 

I will submit this table for the record because it shows that there 
are various sources of payment to the United States from the IDB — 
procurement which reflects a very tangible return on the goods and 
services bought from the Unit^ States — administrative expenses, 
technical assistance. Bank headquarters here — ^all of that taken into 
aocoimt as well as the fact that we don't just turn over the cash to the 
Bank, but we make the funds available through the letter of credit 
procedure. When you appropriate the money in a given area, the ex- 
penditure impact may be stretched out over many years as the fimds 
are committed and suosequently disbursed. 

We will supplement it for the record. 

Mr. Ashley. That will be of considerable help. Thank you. 

(See table on p. 28.) 

Mr. Beuss. Mr. Moorhead? 

Mr. Moorhead. Mr Chairman, I would merely commend the Sec- 
retary for liis statement. I believe my questions will be answered by 
the witnesses who remain. 

Secretary Fowler. If I may just supplement my eariier remarks. 
A rough summary of the total impact of the Bank on U.S. balance 
of payments takmg into account not only the Fund for Special 
Operations, but also the ordinary capital, would show in 1963, a 
plus of $64 million; in 1964, a minus of $54; in 1965 a plus of $33; 
in 1966, a plus of $79; and in 1967 a plus of $28. That is a rough 
summary. We will supply the backup for those figures for the I'ecord. 

Mr. AsHLET. We would appreciate that. 

(The information referred to follows:) 

Technical Comments on Net Impact on U.S. Balance of Payments of IDB 

AcnviTiEB, 19ea-6T 

IDB activities, in the ordinary capital and the Fund for Special Operations, 
affect the U.S. balance of payments in various ways. On the credit side, plus 
entries are made in our balance of payments wh^i IDB disbursements under 
Its loans result in procurement in the United States (U.S. exports), and when 
IDB bonds lield by U.S. investors are rede^ned ^r sinking fund payments 
made, or the Bank's ca«h holdings are invested in U.S. bank deposits of over 
1-year maturity. Interest received by U.S. investors in IDB bonds and IDB 
administrative expenditures in the United States also enter as plus items in 
our balance of payments. 

U.S. Government payments to the IDB enter as a debit (minus) item in our 
balance of payments only at the time previously "paid-in" non-interest-bearing- 
U.S.-demand notes or U.S. letters of credit are encashed. IDB bond issues are 
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debited in our balance of payments when payments are made to the Bank as a 
result of sales to U.S. investors. Other debit or minus items enter our balance 
of payments when the IDB sells to U.S. investors portions of the loans, that 
it has made to developing countries, or when IDB receives income from 
the investment of its own resources in the United States (interest on time 
deposits or U.S. Government securities). 

The overall result of the above transactions of the IDB was unfavorable to 
the U.S. balance of payments by $68 million during the first 7 years of the Bank's 
existence (the Bank began operations in 1960). The ordinary capital operations 
have resulted in an adverse U.S. balance averaging $4 million annually, while 
the Fund for Special Operations exerted an adverse impact of approximately 
$6 million annually. These results must be considered in the light of the fact 
that — unlike the situation in other multilateral institutions — the United States 
is the only capital-exporting-industrial nation in the membership of the IDB 
and is the major source of the IDB i^esources. 

The detailed estimates in the attached table illustrate the extent to which 
transactions of the IDB contribute to the U.S. balance of payments. It may be 
noted that in 1964, IDB transactions contributed $54 million to the U.S. pay- 
ments deficit During that year, the United States made a cash contribution of 
$25 million to the Fund for Special Operations, and the IDB fioated bond issues 
of .$ir>0 million in the U.S. market (of which $139 million were purchased by 
U.S. residents). Nevertheless, other IDB transactions offset a substanitial portion 
of these large U.S. payments to the Bank. The growth of loan disbursements 
led to increased procurement in the United States, and the Bank arranged its 
liquid asset holdings so that almost one-half of the proceeds of the bond issues 
could be invested in long-term certificates of deposit with U.S. banks. T^ this 
extent, the negative impact of the bond issues on the U.S. balance of payments 
was, in effect, postponed. 

In 1966 there was a substantial favorable impact on the U.S. balance of pay- 
ments — on the order of $79 million. There were no bond issues in the United 
States, and the Bank's general cash and dollar position benefited from an 
extremely successful effort to place bonds outside the United States. The Bank 
borrowed $24 million in Italian lire, $10 million in Japanese yen, $11 millicm 
in Swiss francs, and $65 million in U.S. dollars (of which $57 million was 
subscribed by Latin American central banks and the remaining $8 million by 
Spain and Israel). 

In the current year 1967, the outlook is for a more modest favorable impact 
on the U.S. balance of payments — on the order of $28 million. The Bank |n 
January floated a $50-million-bond issue in the U.S. market (of which $-^.5 
million was sold to U.S. residents). The proceeds of this issue are being placed 
in their entirety in additional long-term investments — thus neutralizing tjie 
negative balance-of -payments impact of bond sales. It should be noted that tie 
IDB does not enter new loan commitments unless it has actually raised the 
funds to cover such commitments. Funds are thus held by the Bank considerably 
in advance of cash disbursement needs, facilitating their placement in long-term 
investment benefiting the U.S. balance of payments. It should also be noted that 
the expansion of operations in the Fund for Special Operations will mean that 
beginning in 1967 increasing amounts of U.S. letters of credit will have to be 
encashed by the Bank in order to meet disbursements needs. However, an increas- 
ing portion of disbursements in the future will proceed under tying arrangements 
designed to assure approximately 90 percent procurement in the United States. 

Table 1. — Summary of estimated net im>pact of combined IDB ordinary capital 
and Fund for Special Operations on U.S. balance of payments^ 1963-67 

[In millions of dollars] 

1963 L H-64 

1964 - r-64 

1965 +83 

1966 ^- +79 

1967 ^ +28 

Note. — For further detail and explanatory notes see tables 2 and 8. 
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Table 2. — IDB /ordinary capital items affecting U.S. balance of payments, 1963-67 

[In millions of dollars] 



Calendar years » 


1963 


1964 


1965 


1966 
(prelim- 
inary) 


1967 
(pro- 
jected) 


Payments to IDB by United States: 

1. Subscriptions in cash 












2. Encashment of notes and use of letters of 
credit 








38 


38 


3. Bond sales 




139 
1 

8 




60 


4. Sales of participations (net) 


3 

8 


1 
11 


3 
16 


1 


6. Investment income 


17 






Total _ 


10 


147 


12 


56 


116 






Payments to United States by IDB: 
1. Procurement: 

(o) Total commitments 


(160) 
(48) 
21 


(121) 
(90) 
36 


(110) 
(70) 
28 


(92) 
(82) 
30 


(150) 


(ft) Total disblirsfimftTits 


(126) 


(c) Disbursements to U.S. suppliers 

2. Redemption of bonds _ 


60 


3. Interest on bonds 


3 
4 


5 
10 


10 
6 


11 
8 


12 


4. Administrfttivfi expenditures 


9 






Total 


28 


60 


44 


49 


71 






Net impact on U.S. balance of payments .. 

Adjusted impact on U.S. balance of payments 2. 


+18 

+58 


-98 
-35 


+32 
+26 


-7 
+68 


;^ 



1 The Bank's fiscal year is the calendar year. 

' Includes balance-of-payments credits resulting from investments in long-term certificates of deposit 
in U.S. banks. 

Note.— Treasury Department estimates, based on IDB data. For further description and qualifications 
of these data, see explanatory notes attached. Data may not add to totals due to rounding. 

Explanatory Notes on Individual Items fob Table 2— IDB /Ordinary Capital Items Affecting 

U.S. Balance of Payments 

payments to IDB BY UNITED STATES 

Item 1 — Su6«cripff(m».— No increase in U.S. cash subscription to the IDB is foreseen during the period 
considered. 

Item t—EncashmerU of Notes.— The IDB at the end of 1965 held $75 million in U.S. non-interest-bearing 
demand notes issued to the IDB as a part of the initial U.S. subscription to paid-in capital. Encashment of 
these notes began in 1966, and is expected to be completed in 1967, as total loan disbursements have exceeded 
the initial paid-in cash subscriptions of the Bank's members. (In late 1966, these notes were converted into 
letters of credit.) 

Item S—Bond SoZm.— Represents purchases by U.S. residents of bonds issued by the IDB. The figure 
for 1967 is illustrative only, based on a number of assumptions about the Bank's funding requirements and 
the extent of finance available through bond sales to uon-U.S. residents. These illustrative data are not 
intended to indicate either U.S. policy decisions or likely requests by the IDB. (To date in 1967, bond sales 
to U.S. residents have totaled $43.5 million.) 

Item 4. — Sales ofpajiicipations (nei).— Represents purchaser by U.S. investors of portions of loans extended 
by IDB, generally the earlier maturities, less repayments received by U.S. investors on earlier purchases. 
Actual disbursements of funds by U.S. investors, as shown in this item, typically lag substantially behind 
agreements to purchase participations. The figure for 1967 is a rough estimate reflecting the reduction in 
new participation sales agreements in 1965 and 1966 as a result of tightened conditions in the U.S. money 
market. 

Item 6 — Investment mcam«.— Represents interest earnings by IDB on its investments in U.S. Government 
securities and time deposits in U.S. banks. The estimate for 1967 is based on a level of time deposits which 
would require the bond sales in the United States shown in the table for 1967, plus additional sales of dollar 
bonds to non-U.S. residents. 

PAYMENTS BY IDB 

Item 1— Procurement.— The data represent commitments and disbursements only of dollar and other 
convertible currency resources of the IDB, excluding local currencies loaned by the Bank to its Latin 
Am^can members. Estimates of IDB-flnanoed procurement in the United States (Ic) consist of Identified 
U.S. procurement, plus the U.S. share of total nonidentlfled procurement, &nd of the expenditure by 
borrowers of foreign exchange loaned by the IDB to finance local costs, as determined by applying the 
U.S. percentage share of identified procurement. (Nonidentified procurement reflects primarily the lag 
in the receipt of documentation from borrowers, and its processing by the Bank, indicating procurement 
sources.) Data through 1966 are based on IDB reports adjusted to correspond to cash disbursements actually 
made in each year. The 1967 data assume U.S. procurement share of 40 percent, which was the cumulative 
U.S. share as of June 1966. 

Item g— Redemption of ftond*.— Represents sinking fund requirement of 4Ji percent bonds Issued in 1962 
(all of which is assumed to represent purchases of bonds from U.S. residents). 

Item 5 — Interest on bonds. —Interest paid to U.S. holders of IDB bonds, based on IDB bond Sales and re- 
demptions indicated in item 3 (payments) and item 2 (Receipts), above. 

Item 4— Administrative ftrp«ndtt«r««.— Represents that portion of IDB administrative expenses (including, 
in 1964, the purchase of an office building) estimated to involve purchases of U.S. goods and services. 

Net impact on U.S. balance of pavmcTits.— Equals the net U.S. receipts from the IDB (+) or payments to 
the IDB (— ) resulting from the above-described items. 

Adjusted impact on U.S. balance of payments.— Includes net U.S. receipts from the IDB resulting from 
investments in loi^-term time deposits or certificates of deposit in U.S. private banks. In 1967, the ability 
of the IDB to increase its loi^-term investments as projected would be dependent upon the sale of bonds 
to U.S. residents in the amount indicated in item 3 (Payments) for 1967, as well as dependent upon further 
dollar bond sales to non-U.S. residents and a number of other assumptions regarding the Bank's operations. 
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Table 3. — IDBIFund for Special Operations items affecting U.S. balance of 

payments, 1963-67 

(In millions of dollars] 



Calendar years 


1953 


1964 


1965 


1966 


1967 
(pro- 
jected) 


Payments to IDB by United States: 

1. Subscriptions in cash 




$26 








2. Encasement of notes or letters of credit 






$2 
2 


$36 


3, Investment income ^ 


$2 


2 


$2 








Total 


2 


27 


2 


4 


36 






Payments to United States by IDB: 
1. Procurement: 

ft- Total commitTnents . 


(26) 

(16) 

6 

2 


(42) 

(22) 

6 

2 


(166) 
(21) 

2 


(219) 
3 


'V^ 


b. Total disbursements 


c. Disbursements to U.S. suppliers 

2. Administrative expenditures and technical 
assistance 


4Si 
4 






Total 


8 
+6 


8 
-19 


10 

+8 


15 

+11 


14 


Net impact on U.S. balance of payments 


+8 



Note.— Treasury Department estimates based on IDB data. For further description and qualifications 
of these data, see explanatory notes attached. Data may not add to totals due to rounding. 

Explanatory Notes on Individual Items for Table 3— IDB Fund for Special Operations Items 
Affecting U.S. Balance of Payments 

payments to IDB BY UNITED STATES 

Item l^SubscriptUms in CMft.— Represents cash portion of subscription associated with the increase in 
the Fund's resources effected in 1964. The further increase in the Fund's resources carried out in 1965 and 
1966 was in the form of letters of credit, and any subsequent increases would also take the form of letters of 
credit. 

Item i— Encashment of notes or letters o/cr«rftt.— Represents encashment of non-interest^bearing U.S. de- 
mand notes (issued to the Bank in connection with the initial U.S. subscription to the Fund for Special 
Operations and the 1964 increase in the Fund's resources) or letters of credit (issued in 1965 and 1966). Figures 
for 1967 are estimates based on projected loan disbursement requirements. 

Item S— Investment income.— Represents income earned on the Bank's investments in U.S. Qoyenunent 
securities and time deposits in private U.S. banks. As resources made available in the form of cash (initially, 
and in the first Increase of the Fund) are disbursed, the Fund will gradually liquidate its investments, 
and this source of income will no longer exist. 

PAYMENTS TO UNITED STATES BY IDB 

Item /—Pt-octtrwnwrf.— Represents commitments and disbursements only in dollars, excluding those In 
the national currencies of the Lathi American members. Procurement in the United States during 1068-^ 
represents estimates derived from total loan disbursements (lb) and consists of identified U.S. procuremoit 
plus the U.S. share of unidentified procurement and of the foreign exchange expenditures of borrowers 
mumoed by IDB loans for local costs. The estimated U.S. share of unidentified procurement and local cost 
financing was assumed to equal the cumulative U.S. share of identified imports as of June 1966 (38 percent). 
For 1967, loans disbursed out of the second increase in the resources of the Fund for Special Operations are 
limited to United States and Latin Americanprocurement. It is assumed (on the basis of experience with 
similar arrangements in the Social Progress Trust Fund) that such loan disbursements will involve 90 
percent U.S. procurement. 

Item i— Administrative expenses and technical assistance.— Represants estimates of the share of the IDB's 
administrative expenditures charged to the Fund for Special Operations which is spent in the United States, 
plus the share of technical assistance expenditures, financed out of the net income of the Fund, which in- 
volves purchases of U.S. services. 

Mr. Reuss. Mr. Hanna. 

Mr. Hanna. Mr. Chairman, there are two points that I would like 
to have Mr. Fowler comment on. 

The first one, Mr. Secretary, is that I entertain a very strong feeling 
that an operation like the FSO in the Inter- American DevSopment 
Bank provides an escape for the very frustrating situation existing 
in underdeveloped countries of trying to get an exchange position. 
Under the IMF or any of the ordinary channels it seems to me 
that their requirements for capital are pretty much confined, but we 
have allowed a flow here under a system such as you set up under the 
FSO that helps them break the Imot. Am I correct in having that 
opinion? 
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Secretary Fowler. I don't think that is true for the Fund for 
Special Operations. The country that hag an exchange problem makes 
an application to the Bank for funds, not for general purpose use — 
not ]ust to supplement funds that are available — ^but for a specific 
project. That specific project may entail expenditures for goods and 
services in the United States, and a certain portion for a local cost. 
Those local costs will provide dollar exchange. Our effort to assure 
additionality rather than substitution are an endeavor — is part of an 
endeavor to make sure that those funds don't become free exchange 
to be used to take care of purchases from third and fourth countries. 

Mr. Hanna. It is a limited exchange between ourselves and the 
countries involved. 

Secretary Fowler. Yes. 

Mr. Hanna. As it relates to a project? 

Secretary Fowler. That is right. 

Mr. Hanna. Is it not true that as far as the balance of payments 
is concerned, as it surrounds the Bank, that we at least have here these 
elements in our favor? 

No. 1, the fact that you have the Bank overseeing the projects, you 
are sure that there is not just a spending of this money without 
discipline? 

Secretary Fowler. For a« specific purpose. 

Mr. Hanna. And No, 2, you have assurance that they a^re going to 
have respect for the dollar. The operation of the Bank does not seem 
to me is undermining the position of the dollar because it has demon- 
strated its effectiveness to the people who are going to use it. But it 
seems to me this again is a very effective arrangement between the 

Ole who need capital and making it available and still within some 
of rules of the game which does not necessarily have to be predi- 
cated on gold. The harsh discipline of the gold standard has seemed 
to me to place rather arbitrarjr and harsh rales. Is that correct? 

Secretary Fowler. That is right. This is a cooperative endeavor in 
which, as I indicated earlier, the predominant element is a transfer 
of real resources that are available in th^ United States and that are 
needed in Latin America in order to provide not only physical infra- 
structure but also the agricultural, educational, and health needs; 
which otherwise just simply wouldn't be provided unless there were 
these resources available. 

Mr. Hanna. I just made that point, Mr. Chairman, because thait 
I think that the operation of the Bank, at least I am convinced that 
the operation of the Bank and the melthod in which it is operating 
shows there is some other alternative discipline of the gold system in 
working out some of the problems of international trade. 

Mr. Reuss. Mr. Rees? 

Mr. Bees. I believe my questions can be answered by another 
witness. 

Mr. Eeuss. Thank you. 

Mr, Bingham? 

Mr. Bingham. I would just like to say that I am very happy to be 
here and hear these presentations which are mo^ impressive. I had 
an opportunity to attend the meeting of the Bank last week, at least 
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briefly, and I am most interested in its operations. I will be glad to 
submit my questions in writing. 

(The questions of Mr. Bingham to Secretary Fowler follow :) 

Question 1. I am concerned ahout the matter of coordinating the operations 
of the lADB with those of other aid agencies such as the IDA, IFC, US AID, and 
UNI P. I note particularly the reference to preinvestment feasibility studies of 
pa^e 12 of Secretary Fowler's statement, which are a specialty of the UNDP. 
What arc the IADB\s specific procedures to a^oid confusion and overlap? Is 
some sort of specialization among the various agencies practical and desirable? 

(Treasury Department reply to question 1) 

The Intee-Amebican Development Bank and Inter-Agency Coordination 

The measures for coordinating the lending and technical assistance activities 
of the Bank with those of other agencies consist of four elements : 

1. Relationships with CIAP (Committee for the Alliance for Progress). 

2. Bilateral program reviews with the AID (U.S. Agency for International 
Development). 

3. A reciprocal review procedure with the United Nations development' 
program (UNDP). 

4. U.S. Government NAC (Naticaial Adviswy Council) review procedures. 

RELATIONSHIPS WITH CIAP 

The initiation 3 years ago of the procedure whereby CIAP reviews annually 
the development programs of the member countries provided for the participating 
external financial agencies an excellent opportunity not only to review tiie rela- 
tionships between their programs and the program of the countries under revie^i^, 
but also an opportunity to review relationships among themselves. This joint 
enterprise has resulted in a remarkable reduction of opportunity for duplication 
of effort. 

Within the Bank the beginning of the country review process was matched 
t)y the establishment of the OflSceof the Program Adviser which was givcfn the 
responsibility for maintaining a systematic relationship for the Bank witti OIAOP, 
and for developing within the Bank an annual program based on an overall in- 
vestment strategy and on a tentative allocation of resources by country and by 
field. The CIAP relationship has made possible the introduction into the Bank's 
internal program important considerations derived from the experience of work- 
ing together with other lending agencies in the context of the CIAP country 
reviews. 

BILATERAL PROGRAM REVIEWS WITH AID 

As a parallel measure to the Bank participation in the CIAP country reviews, 
a system of annual bilateral discussions has been established with AID, center- 
ing on a well-organized exchange of views country by country. These discussions 
provide annually an opportunity for the two agencies to review pending and pro- 
spective loan or technical assistance proposals so as to anticipate policy Issues, 
and specifically, to diminish possibilities of duplication. The centering of the 
responsibility for this review procedure in the OflSce of the Program Adviser in 
the Bank, and in the program office of AID, has led to a continuing relationship 
on f ollowup issues arising from the program reviews. 

RELATIONSHIPS WITH THE UNITED NATIONS DEVELOPMENT PROGRAM 

More than 3 years ago an agreement was reached with the United Nations 
development program whereby UNDP would submit to the Bank requests re- 
ceived by the Development Fund for technical assistance and grant assistance 
from IDB member countries. This same agreement provides for consultation on 
the initiative of IDB on specific projects which might fall within the area of 
competence of the UNDP. A number of cases can be cited in which this exchange 
of information has resulted not only in the elimination of duplication of effort, 
but, more constructively, of instances in which one agency has supplemented the 
effort of the others. Ah outstanding example is the joint support by the develop- 
ment program and the Bank for the Latin American Institute for Economic and 
Social Planning. 
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V,S, OOVESIf MENT NAO SEVIEW rBOCEDIIB|SS 

In addition to the Bank*s own coordinating activities, it should be noted that 
the U.S. Executive Director receives his instructions from the 'Secretary of the 
Treasury, who consults for this purpose with the National Advisory Council on 
International Monetary and Financial Policies (NAC). The CJouncil is chaired by 
the Secretary of the Treasury and include the Secretaries of State, Commerce, 
the Chairman of the Board of Governors of the Federal Reserve System, and 
the President of the Bxport^Import Bank. Other agencies are invited to par- 
ticipate in the deliberations of the Council as appropriate. A staff committee 
meets weekly, with the participation of the U.S. Executive Directors in the inter- 
national institutions. All lending proposals of the international institutions in 
which the United States participates are reviewed by the NAO. In this process, 
the NAC seeks to assure adequate coordination among these agencies, and any 
duplication or overlap is called to the attention of those concerned for corrective 
action. 

Of special interest is the emerging activity of the Preinvestment Fund for Latin 
American Integration, administered by the Bank. A well-organized procedure has 
been developed for the coordination of preinvestment activities to be supported 
from this Fund with those of other agencies. The first and major step toward 
coordination is the utilization by the Bank of CIAP as the forum for the pres- 
entation of the annual program to be financed from the Preinvestment Fund. 
This f onun provides an opportunity for all of the technical assistance and lend- 
ing agencies involved within the region to express their views and interests in the 
program. 

Several special cases of coordination of activities supported by the Fund can 
be cited : 

1. The program for the development of the River Plata Basin. The preinvest- 
ment studies, which it is hoped will ultimately lead to the development of the 
resources of that vast area encompassing or touching upon five countries, 
involve the coordinated efforts of the development program of the United 
Nations, the Organization of American States (OAS), the Economic Com- 
mission for Latin America, (BCLA), the Food and Agriculture Organiza- 
tion (FAO), the World Meteorological Organization, the International LalKW 
Office, and the Pan American Health Organization (PAHO), among others. 
The coordinating agency for this program' is the Latin American Institute 
for Integration, an agency of the Bank. 

2. The Bank is collaborating with the United Nations development program 
and the International Telecommunications Union in the development of a 
study program aimed at the establishment of an Inter-American Telecom- 
munications Network. 

3. A regional transportation study is being coordinated with the OAS, EX^'LA, 
the Latin American Association fo|: Free Trade, and with the Secretariat 
of the Central American Economic Integration Organization. 

4. A survey of mineral resources required for fertilizer production will be 
initiated soon with the collaboration of the U.S. Meteorological Agency, AID, 
and the Organization of American States. 

(Note. — CIAP provides a formal opportunity for an exchange of views at lea.st 
40 times annually among the following agencies : IDB, AID, IBRD, IMF, FAO, 
ECLA, and PAHO. In addition to the 'bilateral relationship between IDB and 
AID, the Bank maintains a continuous and close relationship with the World 
Bank, and utilizes FAO and PAHO as technical advisers in their fields of 
competence. ) 

Question 2. Please expJmn in more detail the letter of credit procedure referred 
to on page 15 of the Secretary's statement. 

Answer. When U.S. contributions to the FSO are used to finance local expendi- 
tures in a borrowing country, the IDB obtains local currencies for this purpose 
by purchasing currency from the central bank of the borrower's country. The IDB 
"payment" to the central bank is effected through the opening of a letter of 
credit in a U.S. bank in favor of the central bank. In effect, this is a promise by 
the IDB that it will pay U.S. exporters for a certain dollar value of goods shipped 
to the borrower after required documentation is received. Thus, there is no flow 
of dollars out of the United States, and the funds provided under this arrange- 
ment are firmly tied to the financing of purchases from the United 'States. 

Question 3. Would you comment, in quantitative terms, on the exception for 
education and agriculture referred to on pp. 15 and 18. 
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Answer. ThrougJi Decenlbi^r 81, 1966, the use of the Bank's dollar loans to 
finance local costs in agriculture and education, through the FSO and SPTF, may 
be summarized as follows : 

Percentage of doUar loans used to finance local costs 





Cumulative data as of t)ec. 31, 1966 


Ar>niiA] 




SPTF 


FBO 


Combined 

PSOand 

SPTF 


data 1966 
FSO 


Agriculture . 


72.1 
26.1 
69.6 


66.6 
32.4 
62.9 


62.7 
28.2 
56.8 


i2L6 


Education . , 


8L6 


Agriculture and education combined 


47.6 







In view of the high priority nature of these two activity fields, and the heaVy 
local cost nature of tiieir financing requirements, it was thought inadvisable 
to impose any fixed locatl cost finandug limitations. However, the Bank intends 
to keep local cost financing to the mlniiiltun consistent With the eflicient comduct 
of these activities, as well k& to reQTlire appropriate self-help contriibutiofis from 
the borrower toward local pr^oject costs. It is expected that in the future approxi- 
mately 50 percent of dollar loans for agriculture and education will be used to 
finance local costs. (No more than about 35 percent of dollar loans in all other 
activities will be used to finance local costs. ) 

Question 4- What is the lADB doing to encourage population control measures? 

(Treasury Department reply to question 4) 
The Inter-Amesioan DEVEiiOPMBNT Bank and the Population Problem 

Although the Bank has recognized the relationship between population growth 
in Latin America and economic development, the management of the Bank has 
felt that the desirable course of action is that of support for the programs of 
other inter-American agencies with more direct operating responsibility in this 
important field. 

Consequently, the Bank several years ago proposed that the Inter-American 
Committee for the Alliance for Progress (CIAP) take an active interest in the 
population problem. CIAP subsequently established a population study group 
within the Social Affairs Department of the OAS. The Bank has also participated 
in the activities of the Pan American Health Organization in this field. A 
brief description of the programs of the OAS and PA HO are attaclied. 

Another medium tlirough which the Bank is lending its support for programs 
in the population field is that of financial assistance to the Latin American 
Institute for Economic and Social Planning (ILPES) in Santiago, Chile. This 
center for training and research in economic and social planning has been 
keenly aware of the demographic problem, and through its relationship with 
the Latin American Center for Population Studies (CELADE), has incorporated 
population as an element in its training curriculum. The Bank, incidentally, has 
provided annually some fellowship support for CELADE. 

Although the Bank has not supported directly in its public health programs, 
the medical aspects of the population problem, it is anticipated that in the 
future, prospective investments in the implementation of countrywide preven- 
tive medicine programs will indirectly provide for such support in those countries 
which elect to include population measures in their health programs. 

Population Activities 
pan amertcan health organization (paho) 

PAHO has established a program in health and population dynamics which 
deals with the following major areas : 

(1) The assembling, publication, and dissemination of all relevant information 
on the policies and programs of cooperating public and private organizations, 
including governments, international agencies, foundations, and universities. 
In 1966, a Population Information Center was established by PAHO for this 
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purpose and annual meetings are organized on the health aspects of population 
dynamics where information on the subject is collated, reported and exchanged ; 

(2) Education and training programs have been initiated in Chile and Brazil. 
The curriculum of biostatistical education in the PAHO-supported program in 
the School of Public Health of the University of Chile has been redesigned to 
include courses in population dynamics and health. Progress has been made in 
establishing a center at the University of Sfio Paulo for training university 
graduates interested in specializing in population dynamics ; 

(3) PAHO is developing a research program to undertake epidemiological 
studies of poptilations and is supporting research in this field by medical schools 
and other medical institutions in Latin America ; 

(4) PAHO provides advisory services to governments upon request in the 
technical aspects of human reproduction but is not involved in operational 
activities. 

ORGANIZATION OF AMEBICAN STATES (OAS) 

The Department of Social Affairs of the OAS carried out the following activi- 
ties related to population dynamics in Latin America : 

(1) Support has been given to the ClAP annual country review programs to 
include the population variable within the general development framework. A 
pilot study has been undertaken on the differential long-term imi>act of alterna- 
tive rates of population growth on economic and social devel(^ment in Panama. 

(2) In the area of training, in cooperation with Department of Technical 
Cooperation of the OAS General Secretariat, fellowships for study at the Latin 
American C^iter for Population Studies (OELADE) have continued to be 
granted. In addition, through the special training program of that department, 
a course for Latin American fellows will be held this year at the National 
Institute for Population Studies in France. 

(3) Descriptive and analytical materials concerning the implications of 
population trends for development in Latin America have been published and 
distributed free of charge to pertinent institutions and profe^ional people 
throughout the hemisphere. 

(4) One of the chief preoccupations of the department has been to establish 
effective and continuing coordination with all the people and institutions con- 
cerned with Latin American population questions, both within the OAS Secre- 
tariat and outside the Organization. An up-to-date list of specialists and 
institutions in each country that is concerned with this subject has been main- 
tained, and information has been exchanged on a continuing basis. 

Questicm 6. What are the IDB*s pUms for increasing the callable capital 
needed for its conventional loans f 

Answer. At its eighth annual meeting in April 1967, the Board of Governors 
of the IDB resolved to reccNOEunend to their governments an increase of $1.0 billion^ 
in the authorized callable capital of the Bank. 

As proposed, this increase would become effective in two equal steps, one not 
later than December 31^ 1968, and the other not later than December 31, 1970. 
The U.S. share would be $411.8 million, or 41.18 percent of the total increase. 
Since this increase wHl not be needed until 1968, authorizing legislation will 
not be requested of the Congress until next year. 

Question 6. Please comment on prospects for servicing and repayment of F80 
loans. 

Answer. Experience with servicing and repayment of FSO loans has been excel- 
lent to date. There have been no defaults on FSO loans, and interest and princi- 
pal payments are generally made on time. It is expected that this experience will 
continue in the future, for two reasons: (a) FSO loans are made on relatively 
easy terms, including low interest and maturities of up to 30 years, and are 
generally repayable in the currency of the borrower ; and (b) the great majority 
of FSO loans are made to governments or government agencies — 131 of the 138 
FSO loans approved through March 31, 1967 were to public entities. The few 
FSO loans extended to private borrowers carry government guarantees. 

Mr. Eeuss. Thank you so much, Secretary Fowler, for staying with 
us as lon|2^ as you did. 

We will now proceed to offer members an opportunity to examine 
any of the other witnesses. 
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Before I recognize Mr. Moorhead, let me say that Mr. Gonzalez 
had to leave to preside at a Texas delegation lunch. 

(Mr. Gronzalez submitted the following question to Secretary Fowler 
to be answered for the record :) 

Question. Under the Foreign Assistance Act one of the criteria for bilateral 
assistcmce is the extent to which a recipient country is engaging in self-help 
measures, 

I have previously heard some criticism that the IDE was principally con- 
cerned v>ith the economic viahility of a proposed project and did not, in making 
loans, sufficiently exercise its financial leverage to urge a recipient to mobilize 
its own resources. I understand that the IDS is now moving to correct this 
limited policy. 

What are the Banks policies with regard to the country* s performance of the 
hon'owcr and what techniques does the Bank apply to further the vital, difficult 
reforms which recipient countries must mukef 

(Treasury Department Reply) 
The Inter- American Development Bank and Country Performance 

The Inter- American Development Bank has been deeply aware of the need for 
self-help and reform as indispensable to progress. This concern of the Bank, 
initially demonstrated through its concurrence in the Social Progress Trust Fund 
Agreement in 1961, has been reaffirmed on several important occasions by tiie 
Bank's Board of Governors and the Board of Executive Directors. In the 7 years 
of its existence, the Bank has accumulated an impressive record of contribnting 
to the self-help objective in its member countries through: (a) mobilization of 
internal financial resources at least equivalent to the total amount of its loans 
in fields related to its lending activities; (b) the creation of new institutioiis 
and the improvement of existing institutions in the Bank's program areas; 
(c) training of large numbers of people required for efficient public administra- 
tion; and (d) innovations leading to improved economic efficiency, such as that 
of promoting regional economic integration. 

There is a limit, however, to the role and influence of the Bank alone in the 
effort to improve performance In the region, since the Bank is only one element 
among the external forces capable of reinforcing regional self-help policies. It 
was in recognition of the need to provide guidance to the countries and to the 
external financial agencies as a whole that the Inter-American Economic and 
Social Council, in establishing the Inter-American Committee for the Alliance 
for Progress (CIAP) in 1963, conferred on it the obligation, as a multilateral in- 
stitution, to spur self-help measures and to evaluate institutional progress of 
the countries of the region, including fiscal and monetary reforms, within the 
context of the countries' development efforts. It has been the Bank's policy to 
cooperate actively, along with its fellow financial agencies in Washington, with 
CIAP in this joint effort to encourage the adoption of imt)roved performance 
measures by its member countries. The Bank has lost no opportunity to make its 
views known through the CIAP country reviews concerning the need for more 
effective measures in the areas of fiscal policy and fiscal administration, in those 
country situations in which failure to move with sufficent rapidity has threatened 
to immobilize the development programs of those countries. On certain occasions 
the Bank has joined with other agencies in joint representations under the a^s 
of CIAP to specific countries in a critical economic condition due to lack of 
progressive measures. In other situations in which the Bank either has accepted 
the role of financial manager in mobilizing external resources, or has been 
invited by a country to do so, the Bank has expressed its reluctance to press 
forward with such responsibilities until evidence could be provided by the 
country regarding the measures it proposed to take to improve the mobilization 
of its counterpart resources. 

Reference is made to the report of the Executive Directors (NAC special 
report, annex C, par. 3.09). Also relevant is the attached excerpt from "Policy 
Guidance for the Use of the Fund for Special Operations," September 28, 1965. 



Digitized by 



Google 



INTER- AMERICAN DEVELOPMENT BANK ACT AMENDMENTS 39 

Policy Guidance fob the Use of the Fund for Special Operations 

(Excerpts) 
country performance 

The Act of Bogota and tbe Charter of Pnnta del Este reflect the widespread 
acknowledgment of the need for institutional reform in basic fields, self-help in 
a broad and narrow sense, improved national planning, and balance between 
economic and social investment as fundamental to economic and social progress 
in Latin America. The Social Progress Trust Fund Agreement between the Bank 
and the United States reiterated these considerations, and stated: "♦ ♦ ♦ as- 
sistance shall be made available to those projects or programs which are related 
to effective self-help measures in countries which employ their determina- 
tion ♦ ♦ ♦ and their willingness to employ their own resources eflSciently to the 
end of meeting social needs and strengthening economic development." The Board 
of Governors, in adopting Resolution AG-9/64, proposed that the Board of Ejx* 
ecutive Directors, in establishing guidelines for the administration of the ex- 
panded Fund for Special Operations, apply these policies in general to the Fund. 

The Bank, in programing the use of its financial resources including those 
of the expanded Fund for Special Operations, will take into consideration 
country performance in development efforts, including specific institutional re- 
forms, and fiscal and monetary policies and measures conducive to economic 
and social progress. To this end, the Bank will maintain close relationships with 
other agencies engaged in furthering economic and social development of Latin 
America, both directly and through CIAP. Without diminishing the Bank's 
responsibility for its own decisions, the consensus reached jointly with CIAP 
concerning country performance should be a significant factor to be taken into 
consideration in the allocation of the Bank's financial resources. 

Through the Office of the Program Adviser, close collaboration will be main- 
tained with CIAP and the other lending agencies, including AID. This coordi- 
nation will facilitate the internal review of country programs, taking into 
consideration CIAP assessments of country i)erformance as well as the criteria 
governing the Fund for Special Operations. Consequently, the preliminary finding 
of eligibility for projects heretofore required for the Social Progress Trust Fund 
will no longer be necessary. 

Mr. Reuss. Mr. Moorhead? 

Mr. Moorhead. Thank you, Mr. Chairman. 

First, I must comment that I think the progress that you have made 
toward getting self-help programs going, that we reduced the ratio 
of U.S. aid to Latin American aid from 11 to 1 and then to 5 to 1 and 
then 3 to 1 and that you are encouraging some of the Latin American 
countries to give aid to their neighbors is most rewarding, and in that 
connection I am particularly interested in the multinational projects. 

One, and only one, was mentioned as being in existence. That was 
the Acaray River hydraulic powerplant. Is the Bank now financing 
any other multinational projects ? 

Mr. Davis. The road from Chile to Argentina is another example 
and there are many in the Central America region, but many of these 
projects are now in the works for further study. 

Mr. Moorhead. I wonder if those are fairly well down the road, 
and if so, can they be listed for the record ? I think if this is the kind of 
thing that the Bank can do perhaps other institutions could do as welL 

Mr. Davis. Be delighted, sir. 

(The information referred to follows:) 

Multinational Projects Underway 

Tbe first loan from the Pre-Investment Fund will be used to finance feasibility 
studies for the expansion of a hydroelectric plant on the Acaray River in Para- 
guay, to serve Brazil and Argentina, as well as Paraguay. In 1966, the Rank 
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approved a $15 million loan to complete the Chilean segment of the most im- 
portant overland communication route between Chile and Argentina, which is 
also part of the Pan-American Highway. This road will connect the port of 
Valparaiso in Chile with the city of Mendoza in Argentina, joining together 
vast producing and consuming regions with a total population of 5 million. 
The Bank has supported the Central American Bank for Economic Integration 
(OABBI) with total loans of $35.4 million. Recent operations with CABEI in- 
clude a $3 million loan for multinational project feasibility studies and a $3-5 
million loan to the Integration Fimd established by CABEI for infrastructure 
works of multinational scope within the Central American Common Market. 

Mr. MooRHBAD. Another thing occurs to me, and I guess I am 
directing my attention here to Mr. Davis, is that since we do have so 
paany institutions, including our own AID Agency and other national 
institutions involved in assisting development in Latin America, how 
do we assure that there are not gaps or overlaps and duplication in 
the various programs ? 

Mr. Davis, 'fiie United States directly votes upon all of the loans 
in the Fimd for Special Operations. We have 42 percent of the total 
vote, and each loan must be approved by two-thirds of the majority 
of the stock held in the Bank. So that, theoretically, we have the veto 
power, although we have never used it as such. 

But we have used it as a means of trying to convince people that pes? 
sibly they should think more along our terms. 

But more importantly, the National Advisory Council considers each 
proposal to be voted upon by the U.S. Director in the Bank and the 
tJ.S. Directors in other international financial institutions. So that 
the NAC, as it is called, is our focal point of control, which provides 
the necessary policy coordination. 

Mr. Gordon. Could I supplement? 

Mr. MooRHEAD. Certainly. 

Mr. Gordon. With respect to the other international agencies, we 
also have devised now what I think is an increasingly effective system 
of coordination. It has both the informal and formal aspects. First 
there is the fact that they are all located in Washington and there are 
regular meetings among their staffs. I am speaking now of the interna- 
tional bank family, which includes, of course, the Bank itself, the IFC, 
the IDA, which hasn't done much in Latin America, but we hope it 
will do more — then the Inter- American Bank, and our own Govern- 
ment. 

On the formal side, there are the CIAP, and the representatives of 
all the lending agencies: the World Bank, International Monetary 
Fund, the IDB, and the U.S. AID who are stationed in the countries 
themselves. 

Also, in a number of countries we are developing the so-called con- 
sultative groups or consortia precisely to insure that this sort of co- 
ordination takes place. Some are under the leadership of the World 
Bank, sometimes they are under the lead of the Inter- American Bank, 
but, in any case, agencies do discuss with country representatives 
who should do what kind of projects. This is done m order to main- 
tain a sort of division of functions and to avoid either overlaps or gaps 
in the country program as a whole. 

Mr. MooRHEAD. Has Canada contributed to the Special Fund ? 
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Mr. Davis. They have a separate fund and they mafc© loans available 
from this particular fund through the Bank. 

Mr, MooRHHAD. Through the Bank? Thank you, Mr. Chairman. 

Mr. Rbuss. Mr. Hanna? 

Mf. Hanista. Mr. Chairman, I want to associate myself with the re- 
marks of my colleague from Pennsylvania. I am most impressed by 
the fact that we are moving with self-help into mutual help and that 
we are reducing our proportionate share of involvement. 

I would also like to comment about this movement to agriculture. 
It has seemed to me in the Bank's c^rations and in the AID operations 
we have done a lot for the capitalists, while we have done a lot for the 
capitalists than we have for the countries, and that probably is due to 
the internal politics, as well as our own tendency to reflect what we 
find. It does seem to me that if we are going to make the kind of 
progress we really want to make in these underdeveloped countries, we 
are going to have to quit putting the horse in the rabbit stew for the 
capitalists and put the rabbit in and fopce him into the country. I 
waoit — ^I wonder if I am correct in having this kind of reaction as 
to a tendency of the past, Mr. Gordon. 

Mr. Gordon. I don't think I would agree with that, Mr. Congress- 
man. The pa»t distribution of aid to Latin America hs^ been — m the 
first instance heavily — in tlie two basic fiejds of infrastrudture which 
are roads and electric power. 

Mr. Hanna. Where are these distributed ? I am thinking of a coun- 
try like Peru. What is it? One- third of the population is in Lima. 
What are you going to do with Peru ? I do not care whether you have 
infrastructure or what you are doing. 

Mr. Gordon. It is not actually a third of the population. I think 
it is roughly 2 million people out of 12 million. But we have been 
working specifically in the case of Peru extensively on programs 
which are designed to 'work with local communities in the countryside. 
The Peruvian Government has its so-called popular cooperation effort 
which is partially a local community self-help effort supplemented 
by various types of goods and machinery where necessary, provided 
by the Government, partly out of its resources, and partly with the 
help of foreign loans. 

The Inter- American Bank and the AID both have contributed to 
that program. 

I think, myself, that the process of development does require both 
an uxcentive effort in the agricultural field of the kind that I have de- 
scrijbed, and also continued concentration on industrialization on some 
areas of these basic infrastructure. When you build highways, after 
all 

Mr. Hanna. They serve markets. 

Mr. GrORDON, And bring the country^ide ^nd cities into economic 
connection with one another. And the physical disintegration of Latin 
America both as among countries and within countries, has been one 
of the great barriers to the actual development of the region. 

Industry has to go along parallel with agriculture because as ag- 
ricultural productivity improves — and taking into account the very 
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heavy rates of population increase — ^there will continue to be internal 
migration from countryside to city. That is not necessarily unhealthy, 
provided that there are increasing jobs in the available cities. I hope, 
myself, that it will take the form more of smaller cities in the interior 
of the various countries, rather than the superexpansion of capital 
cities. 

Mr. Hanna. That could be encouraged, could it not, by having 
factories for fertilizer or farm machinery plus food processing closer 
to the farm? 

Mr. Gordon, Yes ; it could and this is something we have very much 
in mind. 

Mr. Hanna. Thank you. 

Mr. Reuss. Mr. Rees? 

Mr. Rees. I have several questions. 

What percentage of your hard-window and soft-window, loans 
are to public agencies and what percentage are to private businesses? 

Mr. Davis. I don't have a percentage figure here but I would say, 
really going back into the background of the Bank, and following 
forward 

Mr. Rbuss. In this connection, and without objection, it will be 
received into the committee hearings, and the ari^iual report of the 
Bank for 1966 will be made a part of the record. 

(The information referred to follows:) 

Distribution of IDB loans between public and private sectors as of Dec, SI, 1966 

[Dollar amounts in millions] 





Ordinary 


FSO 


SPTF 


Total 


Loans to private sector, including indirectly, through 
public intermediaries: 
Amount 


$357 
48 

$390 
62 


$161 
25 

$496 
75 


$63 
11 

$448 
89 


%SIl 


Percent , 


8D 


Loans to governments and government agencies: 

Amount - - -- 


$1,834 


Percent ^ 


70 






Total: 

Amount 


$747 
100 


$657 
100 


$501 
100 


$1,905 


Percent-- __. 


100 







(The annual report may be found in the appendix, p. 265.) 

Mr. Reuss. This gives a play-by-play breakdown. 

Mr. Daves. Generally speakmg it is to the public sector of roads, 
agricultural irrigation projects, that type of thing, primarily, biit 
it is broken down in the report and we can furnish it to you separately. 

Mr. Gordon. Could I add one word. Congressman Kees? 

I think one occasionally has to bear in mind, or one should bear 
in mind in this connectipn, that while certain of these loans are often 
made in the first instance to the public sector, they end up in 
private hands. I mean legitimate private hands. When you help 
agricultural credit agencies, for example, those agencies are almost 
always government agencies. But there are subloans which in turn 
are made to farmers, and all over Latin America, except in Cuba, these 
are all private individuals. They are in the private sector. 



Digitized by 



Google 



rNTTER-AMERICAN DEVEi:iOPMENT BANK ACT AMEISTDMENTS 43 

Likewise, there has been quite a lot of attention given in recent 
years to development banks, and other credit institutions to help 
development of small and medium industry. There again, the loan in 
the first instance in most cases — ^there are some private development 
banks, but most of them are public or mixed public and private 
and there again, the outside loan in the first instance goes to the gov- 
ernment agencv, but the subloans from it, the real use of the resources 
for helping to build up the economy go to the private sector. 

Mr. Kees. Loaning directly to banks which then lend to farmers? 

Mr. Gordon. Yes, sir. 

Mr. Rees. Are these major loans or minor loans? 

What type of agriculture are you stimulating? 

Mr. Davis. To the individual farmer, let's say, who would be the 
recipient of the subloan, generally I would say it would not exceed 
a loan of $25,000 and that would be a very large loan. I would also 
like to point out that in any development, process loans first must 
go to the development of the public sector such as for roads, electric 
power, things of that type. Following that type of development, devel- 
opment in the private sector can come more easily into being. 

Mr. Rees. It is of interest to me. I was engaged in agricultural 
development work in Mexico, many times land reform sounds good, 
but you find it curtails the agricultural production. I am interested 
in the development of agriculture in Latin America. 

Mr. Gordon. Could I make one comment on that, specifically. 
Congressman ? 

This is an AID development — we developed a very interesting agri- 
cultural credit loan in Mexico which is directed in between these two, 
directed in fact, at the small, private farmers. This is being admin- 
istered with the help of a whole group of private banks in Mexico 
who handle the sublending process and it has beeii remarkably 
effective. 

I was down there for a 3-day visit in company with the Secretary 
of Agriculture pi Mexico a few months back and we went out into a 
couple of the agricultural regions in the Central Valley of Mexico 
and I met with groups of farmers who had benefited by these loans. 
They were puttmg them to extremely good use. There were cases 
where, through a simple thing, a tractor, or a loan for some irrigation 
wells, they had been able to get two crops instead of one — literally 
doubling their output and doing it in 1 year. This is an extremely 
valuable contribution to productivity addressed to the small farmer. 

Mr. Rees. Thank y/ou. 

My second question is : When you coordinate with the IMF or the 
World Bank, do you have any one bank specializing in a specific 
type of loan? 

Mr. Gordon. We have developed some general divisions of function 
country by country. 

The tendencies, for example, have been for concentration of the 
World Bank and the ordinary capital of the Inter- American Bank 
in certain of these basic infrastructure projects, such as electric power. 
AID, by and large, has moved out of that with a small numoer of 
exceptions. 
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When the Social Progress Trust Fund was making loans in the 
field of education there was a kind of working division between the 
Inter- American Bank and the AID in which the Inter- Ameriop^n 
Bank did most of the higher education projects and AID was doing 
most of what was done in primary and secondary education. 

So, there is a continuous consultation really, among these agencies. 
There is no absolutely fixed line, but the idea is to review together 
the whole 3pan of thin^gs and to see which lending agencies are in 
the beet position, administratively or otherwise, to deal with it. There 
are differences in administrative convenience. AID has large standing 
missions in the field and for certain types of lending it is better to 
work through it because it can have this sort of continuous discussion 
with the local authorities concerned, continuing supervision, 

But there is no hard and fast rule gioveming these things. 

Mr. Bees. Does the Inter- American Development Bftnk loan more 
than the World Bank does in Latin America ? 

Mr. Gordon. I have some figures on that. La^t year in 1966 it was 
about $396 million by the I^ter- American Bank and about $323 
million by the World Bank. So they are of the same general order of 
magnitude. 

Mr. Eees. The last question. I would like some idea what the per- 
centage of bad loans have been in the past few years, both on the 
soft- window and hard-window op^ations ? 

Mr. Davis. Very interestingly in that regard there h^ve been only 
two defaults in the history of the Banks. In both cases, the loans were 
made to private borrowers from the Bank's ordinary capital resources, 
and in both cases the Bank has instituted forecmsure proceedings. 
The amounts involved represent less than one-half of 1 percent of the 
Bank's loan commitments. In any normal commercial banking view- 
point if you only had two defaults in 6 years maybe you are not loaning 
enough money. 
. Mr. Kees. Thank you. 

Mr. Reuss. Mr. Bingham? 

Mr. Bingham. Cpuld I just say I noticed that Ambassador Linowitz 
has been sitting here and I am wondering if he has anythiijg to add 
to the discussion. He is one of the outstanding citizens of my State, 
and I think his presence at least ought to be recognized. 

Mr. Linowitz. Thank you for that recognition. 

I think everything that had to be said is well said. 

Mr. Reuss. I have a number of questions. I will address them to 
you, Mr. Knowlton, for answers in the record. 

Unless there is objection, let the record be kept open until next 
Tuesday so these questions may be answered. 

I think it might be useful if the questions that I am about to pro- 
pound and indeed, any others could be answered jointly by the Treas- 
ury and the State Department, or at least cleared with each other. 
Most of them fall into Treasury's special field. The State Department 
vnll have something to say on many of them, too, and we can eliminate 
a lot of duplicating work. I am sure that is agreeable. 
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(Mr. Reuss' questions to Secretary Fowler follow :) 

Question 1. Last year the subcommittee was informed, that the lnter-Am>erican 
Development Bank had recommended that the Intergovernmental Committee on 
the Alliance for Progress (knoton as CIAP) undertake the systematic study 
of the ramifications of the population prQjflem^ ifp the various Latin American 
countries in order to provide such countries toith a basis for a formulation of 
poUoies designed to balance population and economic growth- Has such a study 
been undertaken? 

What other steps have been taken concerning the question of population policy? 

(Please refer to the material submitted ik response to the similar question 
by Mr. Bingham on p. 36.) 

Question 2, Please prepare and submit for the record a table shotving the 
comparable voting poicer of the United States in the Inter-American Develop- 
m,ent Bank and the U.S. voting strength in othe^ international development 
financial institutions. 

(Treasury Departmwit «m9wer) 

U.S. voUng strength in international development financial institutions {m of 

Dec. 31, 1966) 

U.8. vote as 
percent of 
Institution; total vote 

Inter-Amerieaa Development Bank ^^ ^^— __^ 42.47 

International Bank for Reconstruction and Developmwit 26. 32 

International Development Association 26.23 

Asian Development Bank __, „ ^ 17.23 

Question 3. Please furnish for the record a sta4^ment of the present doUar 
volume of U.S. exports to each of the regional members of the Inter'Amerioan 
Development Bank. 

(Treasury J>epartment answer) 

U.S. exports to Latin American members of the IDB, 1966 

[In mlllioBS of dollars] 

Argentina ^ ; $ 239. 6 

BoHvia 45. 7 

Brazil ^ 566. 4 

Chile 250. 2 

Columbia 288. 5 

Costa Rica 62. 1 

Dominican Republic , 87. 5 

Ecuador 80. 2 

E31 Salvador , , 60. 3 

Guatemala 89. 4 

Haiti 2. 6 

Honduras 67. 6 

Mexico 1, 179. 5 

Nicaragua 70. 6 

Panama 137. 5 

Paraguay 19. 2 

Peru 304. 6 

Trinidad-Tobaga * 59. 2 

Uruguay 23. 

Venezulea 595. 

Total . 4,232.6 

1 IDB membership formally approved April 1967, but not yet effective. 
Source : U.S. Department of Commerce. 
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Question 4- Could you please furnish the committee vHth a consolidated pic- 
ture of the fmcmdng of the Alliance for Progress in the form of a statistical 
tahle giving the commitments in dollar equivalent of all agencies involved for 
each Latin American country and ty field of activity for the calendar years 
1963 to date. 

(Treasury Department answer) 

Total U.S,, IDB, and IBRD assistance to Latin America^ commitments — calendar 

years 1963-66 

[In millions of dollars] 





AIDi 


Export- 
Import 
Banks 


Food for 
Peace 


SPTF 


Peace 
Corps 


Total 

U.S. 
assist- 
ance 


IDB 

(ordi- 
nary 
FSO) 


IBRD 
and 
IDA 


Argentina: 
1963 . 


80.9 
9.1 
1.4 
1.6 

45.6 
48.0 
10.1 
28.3 

87.2 
323.2 
106.1 
238.3 

61.1 
152.6 
16.4 
93.2 

33.8 
79.7 
68.6 
22.3 

19.7 

4.8 
7.7 
2.1 

25.8 

6.5 

84.2 

59.3 

8.3 
21.2 
12.4 
15.8 

19.2 
11.0 
5.5 
3.3 

4.7 
10.6 
3.8 
3.7 

1.6 
1.5 
1.4 
2.7 

6.1 
9.6 
8.4 
5.6 










80.9 

14.0 

62.7 

1.6 

58.1 
63.1 
20.0 
38.2 

211.9 
457.4 
177.3 
330.2 

76.6 
211.0 

67.4 
104.7 

54.6 
153.9 
83.2 
49.4 

22.4 
14.0 
9.5 
7.2 

49.6 
22.1 
102.6 
73.5 

26.6 
37.2 
28.1 
20.0 

21.1 
18.0 
16.5 
5.4 

9.4 
15.2 

4.7 
18.3 

2.3 
2.7 
2.1 
3.2 

10.3 
11.3 
9.7 
7.0 


29.2 
26.2 
45.2 
28.3 

6.0 
3.6 
1.3 
16.9 

19.6 
81.9 
90.9 
98.7 

17.3 
12.9 

27.7 
45.6 

24.9 
12.4 

27.7 
22.7 

1.0 




1964 


1.4 
56.3 




3.6 
6.0 






1965 - 








1966 








BoUvia: 

1963 




7.0 
12.6 
5.3 

7.7 

118.7 
123.3 
46.6 
84.8 

4.4 
26.4 
32.6 

6.8 

14.9 
28.3 

ao 

19.0 

2.3 
.5 
1.4 

.8 

22.9 
4.5 

10.9 
4.4 

5.0 
4.8 
5.3 
2.2 

1.5 

2.2 
2.2 
1.2 

1.2 

1.1 

.5 

.8 

.8 
1.2 

.7 
.5 

.3 
.4 
.4 
.7 


4.4 

.3 

3.3 


1.1 
2.2 
1.3 
2.2 

1.6 
4.2 
2.6 
6.5 

.7 
2.3 
1.3 
2.2 

3.4 

4.5 
2.1 
4.7 

.3 
.6 
.4 
1.1 

.9 
1.0 
.6 
.9 

1.6 
2.9 
1.1 
2.0 

.4 
.4 
.3 
.9 

1.0 
.5 
.4 
.4 




1964 _ 




1.6 


1966 






1966 






Brazil: 

1963 




4.5 
6.7 




1964 _ 






1965 - 


28. t) 
1.6 

17.7 
20.0 
3.6 
2.6 

2.6 
23.3 
4.0 
3,4 


79.6 


1966 




1491 6 


Chile: 

1963 


2.6 
9.8 
3.6 


24.0 


1964 




1965 - 


7 1 


1966 


60.0 


Colombia: 

1963 




73.8 


1964 


18.1 

.5 


46.0 


1965_.. 




. .1966 


41.7 


Gosta Rica: 

1963 


.1 
9.0 


22.0 


1964 






1965 




8.7 
2.4 

6.0 




1966.__ 


3.2 






Dominican 
Republic: 






1964 


8.0 
5.2 
8.9 

.8 
8.0 
6.3 


2.i 

1.7 




1965 


6.2 




1966 




licuador: 

1963 


10.9 

.3 

3.0 






1964 - . 


6.0 


17 


1965 




1966. 


12.0 




El Salvador: 

- 1963 




--44' 

6.0 


15.6 


1964 








1965 


2.5 


3.0 




• 1966 




Guatemala! 

1963 




2.5 
3.0 


.... 3.4 
.2 




1964 






1965 : 






1966 


13.4 




16.3 




Haiti: 

1963 






1964 








2.4 




1965___ 










1966 








1.3 




Honduras: 

1963 




3.7 
.4 


.2 
.9 

.5 
.7 




1964 




.2 
10.5 
9.7 




1965 


.4 


9.5 


1966 - 




4.8 



See footnotes at end of table. 
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Total U.S., IDB, and IBRD CLssistqnce to Latiri America, commitments — ccdendar 
years 1963-66 — Continued 





AID» 


Export- 
Import 
Banks 
(long 
term) 


POOdfiMT 

P«ace 


SPTF 


Peace 
Corps 


Total 
U.S. 
assist- 


IDB 
(ordi- 
nary 
PSO) 


IBRD 
and 
IDA 


Mexico: 

1963 


20.3 

2.4 

24.9 

.2 

3.4 
8.0 
14.3 
14.1 

8.2 
11.6 

5.5 
21.7 

3.0 
5.7 
2.2 
11.6 

7.4 

33.7 

5.3 

18.8 

7.1 

a4 

1.0 

ao 

2.1 
1.7 
1.9 
1.6 

14.9 
21.4 
11.0 
18.2 

18.2 
19.1 
38.7 
3.9 

468.5 
787.7 
419.7 
572.3 


33.8 
107.3 

ia3 
loai 

1.2 


10.0 

13.6 

.6 


17.1 




81.2 
123.3 
4a 6 

ioa3 

&7 
14.1 
18.1 

lao 
ia4 

23.4 
9.3 
22.9 

ao 

12.5 
4.0 
l&O 

29.6 
99.4 
3a6 
3a 8 

&3 
7.2 
1.1. 

a a: 
2a 6 

30.7 
33.3 

lai 

15.2 
21.8 

ia3 

2a7 

18.2 
19.1 
38.7 

a9 

830.9 

1, 372. 2 

777.4 

902.0 


68.3 

lao 

66.0 
39.1 


52.6 


1964 . 






1965.. 


i"8 




167.0 


1966 




19.0 


Nicaragua: 

1963 


.9 
.8 
.9 
.9 

.3 
.6 
.6 
.3 

3.0 

3.4 

.3 

3.2 

ao 

14.2 
7.6 

a7 

.6 
.6 
.5 
.3 

3.7 
4.0 
3.9 
1.7 

.3 
.4 
.6 
.4 


.2 
6.3 




.3 


1964 




11.4 
. 16.6 

: a 3 

.3 

1.0 
9.0 

7.7 

ia3 

4.0 

.7 

a7 

7.2 

2.2 

12.0 

42.8 

5.0 

. a 6 
a 6 

1.5 
5.6 

lao 

26.2" 

ao 
a 2 




1965 


2.9 






1966 






6.0 


Panama: 

1963 


7.4 
3.6 




.6 
7.8 
.8 
.9 




1964.-_ 






1965 


2.6 




1966 _. 






^"^r. 




3.6 


1964 




3.4 
1.5 




2.2 


1965 






2.8 


1966 




.2 

2.7 
3.2 
1.6 
3.6 

.6 
.2 
.2 
.3 

.7 
2.2 
1.4 
3.4 


9.6 


Peru: 

1963 


12.9 
38.5 
14.8 

7.7 




28.2 


1964 


9.6 
9.3 


3.1 


1965 


59.0 


1966. . . 


19 1 


Uruguay: 

1963 






1964 








1965 






12.7 


1966 








Venezuela: 

1963 


19.1 
12.8 

lai 

9.4 


1.0 
10.0 
10.0 


85.0 


1964 


44.0 


1965- - - 


37 


1966 


21.3 


Regional: 

1963.. 






1964 






1965 






1.7 
2.1 




1966 






lao 




ROCAP: 

1963 ___._._ 








1964 














1966 














1966-.-- — - 














Total: 

1963.. ._._ 


95.4 
222.8 
151.4 
156.2 


204.4 
242.8 
12«. 8 
142.4 


47.1 
85.9 
61.2 


15.6 
32.9 
16.3 
31.2 


206.2 
199.1 

3ia 

393.1 


3019 


1964 


126.3 


1965 


374.6 


1966 


311.1 







> Includes loans and grants. 

> Excludes reschedulings. 



Digitized by 



Google 



48 INTER-AMERICAN DEVELOPMENT BANK ACT AMENPBiENTS 









I 

I 



1 

1 



•§ s 

1 1 

•2 I 



5 









e 

8 



C3> 






m 
III 



llig 



I 



ill PI 



IP 
•§11 









III 



I 









I 



ill 









1^ <^ c0 C4 o o oo -^t le 












OU3 

!5 ' 



e4ocoe>l 



t^t««0<Hf-4tO 






■^ OO lO -^ CO «0 CO 00 ^ CO 

deo *co»^cie4e«»4ci 



^aoa»«o^ioooa»ao 



C40ao-^-^C4ao<ot^e4 
Ok^'t^cdejiHcJai^co 



■^ •-< o a» o io a» o ^ 






oc9C4*oo^i-4-^coa» 
coco-^c^od^' *c4-nJio 



^00 *^eo 'coc6edirfco^_^cot^ 



T 



M QO iC O 0» ^^-^ »0 C 



9'^aO'H'^^eooo 



da>(N ' 'c4 ' "o 



00 04 CO coco 
■^dco^'co 



io«oaoeoeocO'^<oc4>o 
^oieoudcoad'O^'d^ 



II 



. -» CJ I S 08 



T 



o<4<c«C4ao 






0-* 






c>jcoc6»oco;rja» " '-^ 



^ 






QnoooQH»onHS^(Li(Li(LiP>tfp< 



Digitized by 



Google 



T^TtU'AMEKiCAjk tfEVt^jOPhEEJ^ BAKlS: ACT AMlA^DMENTS 49 



i 



I 



'^1 

IS 

1^ 



§: 






4e 



a 

&51 



I 



e 



lis! 



Il||l 



l§li§ 



|l 






11 



!<^a"slS*<si 









§|, 






'S^^^ 



r 



»« -co 



r" 



QHOtl 



sllilesii' 



Digitized by 



Google 



50 INTER-AMERJCAN DEVELOPMENT BANK ACT AMENDM?J^3 



Co 

f 






-§ 



i 



■a 

o 



W2 






I 



2C3 
S o 



111 I 



•3 6.- 



ii 



1^1 



« P 
Ed » 



.^c«o»ooooc 



S§83^ 






i 



111 



o <s 



CO CO >o C4 a» CO >o o 



e00»0 



coo 
e4o 









Digitized by 



Google 



INTER-AMERlCAN DEVELOPMENT BANK ACT AMENDMENTS 51 



^ 
^ 

i 

§ 



-§ 






O 






a. 
a. 

e 

CO 

I 

a; 



I 






11 



so 

•OS 



It'-? 

^§1 









•O «8^ 






II 



^tooeo»«^ciOMcor^-«t^«H>o«De4i-ie4C4 






coco ir^o 















c4io 



CO 00 >0 CO t« «o >o 
'c6 * ' 'corJ 







9 coo t« OO CO 

go5c4 -^eo 






1-400IO 



Digitized by 



Google 



52 



INTER-AMBmCAN DBVELOPMENT BANK ACT AMDNDMENTS 












I 




Digitized by 



Google 



INTER-AMERICAN DEVELOPMENT BANK ACT AMENDMENTS 53 

Question 5. What is the present status Qf each of the loan windows admin- 
istered by the Bank, including the Social Progress Trust Fund, ordinary capital, 
and the Fund for Special Operations? 

(Treasury Department answer) 

Status of Inter-Americ€m Development Bank loan windows as of Mar. SI, 1967 

[In mllUons of dollars] 
Au Ordinary capital : 

1. Capital structure: 

Authorized capital ^-^ 2, 150. 

Less : Unassigned ,— *^ , 380. 2 

Subscribed capital , 1, 769. 8 

Paid-in capital 381. 6 

United States ^ „., — 150. 

Latin American i— 231. 6 

Callable capital 1, 388. 2 

United States ^ 611. 8 

Latin American „ ^ ,^ 776. 4 

2. Status: 

Paid-in capital 381. 6 

Borrowings 437. 5 

Total 819. 1 

Less : Loan authorizations 783. 2 

Plus : Loan repayments ,^ 42. 1 

Participation sales „ ,-^ ^^ 18. 5 

Unutilized portion of borrowings ,^-^ ,— ^ 7. 9 

68.5 

Balance available for lending 104. 4 

Memorandum : Unutilized borrowing authority 166. 4 

B. Fund for Special Operations: 

Total contributions 1, 119. 5 

United States ^ 900. 

Latin American 219. 5 

Less: Loan authorizations 721.8 

Plus : Loan repayments 12. 5 

Participation sales 0. 9 

13.4 
Balance available for lending 411. 

C. Social Progress Trust Fund: 

Amount of fund ^ , 525. 

Less: Loan authorizations 501.2 

Plus: Loan repayments 30.3 

Less : Administrative and technical assistance expense 27. 6 

Assigned to preinvestment fund , 1. 5 

29.1 
Balance Available 25. 
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Question 6, What a/re the criteria determining which window of the Bank 
shall he used in financing a particular project? 

Answer. The Bank provides loans from its ordinary capital resources for 
projects designed to develop tlie economic infrastructure of the member coun- 
tries, such as highways, ports, electric power, irrigation works, telecommunica- 
tion, and other projects that help to generate basic conditions favorable to 
more rapid economic development. The ordinary capital resources are also 
used primarily for revenue-producing enterprises, both public and private. 

The Fund for Special Operations was established to enable the Bank to 
make loans on terms and conditions appropriate for dealing with special 
economic circumstances in certain member countries or with respect to specific 
projects. Both infrastructure and revenue-producing projects can be financed 
under the Fund for Special Operations in countries whose economic position 
and situation is such that longer terms are required to further the development 
effort. The projects primarily financed under the Fund for Special Operations 
include agriculture and housing and are to directly benefit low-income groups 
or support institutional reforms and new fields embracing social services such 
as public health, community development, urban development, and education. 
Loans from the Fund for Special Operations are made on longer terms and at 
lower interest rates than those which apply to loans from the ordinary capital 
resources. Loans extended from the Fund may be made for periods ranging 
Up to 30 years and even when extended in dollars may normally be repay ed 
in the currency of the borrower. 

Question 7. It is our understanding that all of the funds of the Social Prog- 
ress Trust Fund have been obligated hut have not been totally disbursed. What 
is the reason for such delay in disbursement? 

Answer. F^om the Social Progress Trust Fund, $501.2 million has been com- 
mitted in loans and $313.9 million was disbursed as of March 31, 1967. A general 
analysis of the $187.3 million undisbursed portion of the Social Progress Trust 
Fund loans reveals that the main reasons for undisbursed funds are at present : 

(1) The nature of the project sometimes requires 4 to 5 years before 
final disbursements are made. (Some project loan agreements were not 
signed until 1966.) 

(2) The lead time of a loan to establish a savings and loan system of 
agricultural credit. Bank depends not on the delivery time of commodities, 
but on such factors as the time required to develop institutional compe- 
tence and build deposits to assure the continuity of the projects. It is 
quite simple to accelerate disbursements without regard to the major 
institutional and reform objectives of a loan. 

(3) The area of slowest disbursement has been in loans for higher educa- 
tion, but this is understandable in that the Inter-American Development 
Bank has been the pioneer in international financing for higher education 
institutions. In leading the way. it has exercised the necessary care and 
therefore disbursements may not flow as if it were a project in the United 
States, where there is ti long tradition of aid to universities. 

There are some loans which have been ex<cef*sively slow moving. The U.S. 
Executive Director participates in a periodic review in the Executive Board, 
each month, of slow-moving and problem loans and a careful review of the 
status of these projects. Appropriate action to accomplish a speedup of dis- 
bursements, within «ound management and development objectives, is often 
recommended at such reviews. 

The Board and the management agree that funds cannot be earmarked 
and not spent when the needs of the hemisphere are so great and the re- 
sources limited. 
Question 8. Please refresh our recollection as to whether loans by the Inter- 
American Development Bank can be made directly to governments, to private 
enterprises, and to nonprofit corporations, such as agricultural or housing 
corporations. 

Answer. The Bank may make, and has made, loans, directly and indirectly 
to governments, to private enterprises, and to nonprofit corporations, such as 
agricultural and housing corporations. 

The IDB reaches small and intermediate entrepreneurs through overall credits 
extended to local development institutions. In the case of direct operations with 
private borrowers, the Bank may require the guarantee of the Government or 
of an appropriate public agency ; loan operations may also be undertaken with 
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the guarantee of a commercial bank or of the applicant's parent company. Only 
in exceptional cases may ordinary guarantees, such as mortgages on real property, 
or chattel mortgages, be accepted. In any case, the Bank prefers that such oper- 
ations be covered by bank guarantees. 

Question 9. To what extent does the Inter-American Development Bank chan- 
nel its financing to small- and medium^size enterprises through local development 
hanks f 

Answer. As of March 31, 1967, the Bank has made 85 loans to various national 
and regional development institutions, hoth private an-d public, which assist 
small- and medium-size enterprises. These loans have been made to private in- 
dustrial development banks, public Industrial development institutions, and agri- 
cultural credit banks. These borrowers, of course, make suhloans to the eventual 
recipients. Bank loans of this type have totaled $459.6 million, of which $235.4 
million !has been disbursed. 

Question 10. What is the pattern of Sta/fhig in the Inter-American Devetop- 
ment Bank? Does the United States ha/ve adequate staff representation on the 
staff of the Bank? How would you, in general terms, categorize the competence 
of the Bank staff? 

Answer. The pattern of U.S. staff in the Inter- American Development Bank 
is as follows : five persons in the unclassified category, representing 45.4 i)ercent 
of that category; in the executive category, 35 persons, 29.5 i)ercent; in the 
professional category, 57 persons, 24.7 percent ; administrative, 65 persons, 16.3 
percent : for a grand total of 162 North Americans out of 758 employees, repre- 
senting 21.5 i)ercent. We believe that the United States should provide additional 
talent to the Bank. However, these people need to be highly qualified, both in 
technical and linguistic comi)etence. The matching of the competence with the 
jobs available in the Bank sometimes presents problems. However^ we expect 
to continue to draw to the management's attention such qualified people for 
placement particularly in the operating divisions. There is a scarcity of highly 
qualified personnel to staff development institutions in this hemisphere. The 
competence of the top level of the Bank staff is high and is attested by the 
following biographical data. 

President, Exboutive Vice President, Key EIxecutives 

Felipe Herrera, President (Chile) — IVIIiirist^r of Finance of Chile; General 
Manager of Central Bank of Chile ; Governor of World Bank ; Executive Director 
of International Monetary Fund ; attorney at law and social scientist. 

T, Gray don Upton, Executive Vice President {Vmted. States) — Vice president, 
Philadelphia National Bank; president of Bankers Association for Foreign 
Trade ; Assistant Secretary of the Treasury ; Executive Director of World Bank ; 
Director of Development Lroan Fund ; A.B., c.l.. Harvard ; Harvard Business 
School. 

Ewaldo Correia Lima, Manager, Operations Department (Brazil) — ^Director of 
National Development Bank of Brazil; Head of EJconomic Department of Na- 
tional Confederation of Industry ; professor of University of Brazil ; Economist, 
Ministry of Labor. 

Robert B. Menapace, Financial Manager (United States) — Vice president for 
Latin American operations, Guaranty Trust Co. ; Deputy Director; Development 
Loan Fund ; colonel, U.S. Military Government in Italy and Co-Director, Finance 
Sub-Committee of Allied Commission ; assistant vice president for foreign loans. 
Guaranty Co. 

Francisco Aquino, Technical Manager (El Salvador) — President of the Central 
Bank of El Salvador. Governor of Central American Bank for Economic Integra- 
tion, International Monetary Fund and World Bank; President of the Joint 
Boards of Governors IMF/IBRD ; President of the Central American Monetary 
Counsel; Minister of Agriculture of El Salvador; M.P.A., Harvard. 

Elting Arnold, General Counsel (United States) — Chief, Foreign Funds Con- 
trol, U.S. Treasury Department t Assistant General Counsel, U.S. Treasury De- 
partment ; attorney at law. 

Guillermo Moore, Deputy Operations Manager (Chile)— General Manager, Na- 
tional Labor Bank ; Chief Real Estate Division, Bank of Chile. 

Alexander M. Rosenson, Deputy Administrative Manager (United States) — 
Chief of the International Finance Division and Director, OflSce of Regional 
Latin American Econmic Affairs of the Department of State. Ph. D. id economics 
from the University of Chieaga 
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Enrique P^ez-Oisneroa, Director, Loan Division, Northern Zone (Cuba) — 
Adviser to the Director of Economic Affairs Division. Ministry of State (Chiba), 
Economic and Commercial Adviser to Cuban Embassies in Europe and the United 
States. 

James A, Lf^n, Director, Loan Division, Southern Zone (United States) — 
Assistant Chief, Economic Development Division, Bureau of Economic Affairs, 
and Assistant Chief, Division of Foreign Reporting, Department of State. Ph. D. 
in economics, Columbia School of Business, J.D., George Washington University, 
attorney at law. 

Alfredo tJ. Hemdndez, Director, Project Analysis Division (Costa Rica) — 
Minister of Economy ; Minister of Public Works, General Manager of National 
Production Council; Director, Central Bank of Costa Rica; Chairman of the 
Board of the Banco Anglo-Costarrlcense. 

Hawthorne Arey, Director, Operations Control Division (United States) — ^Vlce 
Chairman of the Board of Directors, Export-Import Bank ; Vice President and 
General Counsel, Export-Import Bank; attorney, Home Owners Loan Corpora- 
tion ; attorney at law. 

Jos^ A. Epstein, Treasurer (Bolivia) — Eixecutive Vice President Banco Boliv- 
iano-Americano; Director, National Comi)any of Commerce and Industry, 
Bolivia ; resident vice president of American Bolivian Oil Co. 

Pedro Irofleta, Director, Economic and Social Development Division (Chile) — 
Chief, Division of Economic Research, Pan American Union; professor of 
economic theory. Economic Development and Planning, Inter-American Statisti- 
cal and Financial Center, Santiago, Chile. 

Leonel Torres, Director, Training Division (Columbia) — Professor of eco- 
nomics, Universidad Nacional Colombia; professor of internationad trade and 
balance of payments (CIEF) Chile; economist. Central Bank of Colombia. 

Joaquin Meyer, Director, Division of Information (Cuba) — Information 
Ofllcer, IBRD ; Representative in the United States of the Cuban Sugar Council ; 
Ministry of Foreign Affairs. 

Milton Messina, Technical Assistance Coordinator (Dominican Republic) — 
Administrator of Banco de Reservas ; Ambassador to Canada, and United States ; 
Governor, Banco Central ; Minister of Economy ; Superintendent of Banks. 

Jorge Hazera, Secretary (Costa Rica) — Minister Counselor and Commercial 
Attach^. Costa Rican Embassy, Washington, Alternate Executive Director, Inter- 
national Monetary Fund; Costa Rican Ambassador-Representative to Inter- 
American Economic and Social Council. 

Fausto Ruggiero, Director, Division of Administration (Brazil) — Chief, Serv- 
ice of General Operations, Department of Economic and Social Affairs, Pan 
American Union; Inter- American Defense Board; Administrator of Contracts 
of BraEilian Air Force in the United States; Aeronautic Commission; Liaison 
Oflacer with U.S. Marines for Defense Operations in South Atlantic ; instructor 
of the Aeronautic School of Brazil, attorney at law. 

Victor Alamo, Drector, Personnel Division (Venezuela) — Executive Director 
and Industrial Relations Manager of Venezuela Electric Power Oo. ; director, 
industrial relations of Sears, Roebuck of Venezuela; Consultant of Industrial 
Relations ; executive director of various private enterprises. 

Alfred C. Wolf, Program Adviser (United States)— Director of foreign devel- 
opment program. Ford Foundation; Program Director, Interior Departm^it; 
Executive Assistant to the Secretary of the Interior ; Office of Defense Mobilisa- 
tion ; economist, Labor Department. 

Jos^ C. Cdrdenas, Integration Adviser (Ecuador) — Minister of Development; 
Director, Department of ISconomic Research and BV)reign Exchange of Central 
Bank of Ecuador; professor of economics; member of various advisory com- 
missions to the Government of Ecuador; Alternate Governor of World Bank. 

G, Lincoln Sandelin, Controller of Operations (United States) — Officer, Mili- 
tary Government, Germany ; financial analyst. Treasury Department ; Loan Of- 
ficer IBRD ; Union Guardian Trust Go., Detroit, Mich. 

Jos^ R. Chirihoga, Assistant General Counsel (Ecuador) — ^Mayor of Quito. 
Ambassador to the United States and to the Organization of the American 
States. Alternate Governor of the World Bank and the International Finance 
Corporation. Ministry of International Relations; doctor of law; professor in 
sociology. 

Arnold H. Weiss, Assistant General Counsel (United States) — Attorney Ad- 
viser to Office of International Finance, Treasury Department; Ccmgressional 
Liaison Officer, Treasury Department; B.A., J.D., University of Wisconsin: 
attorney at law. 
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iCiueHion 11^ AU mennben of the aubcommittee, I am 8ur4, have heen most 
pleased with the emphasis placed upon agricultural development at the recently 
concluded meeting of the Bank's Board of Governors. Can you indicate for us 
at this time th^ manner in which the Bank wUl implement this enthusiasm in 
its development prograiHst 

Answer. Tlie following letter of May 2, 1967» addreBsed by the Bxeentive Vice 
Preeddeat of the BaidE Mr. Graydon Upton, to the U.S. Executive Director, in- 
dicates how the Bank plan3 to proceed with respect to agricoltoral development. 

Iirrsa-AMEBioAN Devblopmbnt Bank, 

Washington, D.C7., Jf ay «, 1961. 
Mr. Tkgb Davis, 
U.8. Saeoutive Director^ 
Inter-American Development Bank, 
Washington, D.O. 

DsAB Tbxte: The Inter-American Development Bank has always considered 
agricnltorai development to be one of the central elements in the economic 
development of Latin America. In line with this concern the Bank has invested 
very heavily in economic and social projects in the agricnltorai sector. Indeed, 
the Bank's agricultural investment of more than $400 million now makes it the 
largest single supplier of e:ttemal resources for the development of agriculture 
in the region (accounting for almost half of the total external project loans to 
agriculture from all sources). The Bank's investment in this sphere is approach- 
ing 25 percent of its total portfolio, which is a larger proportion of aid for 
lil^culture than that f roih any other financial in£ititution. 

We in the Bank's management are Justifiably proud of this record but are 
by no means complacent The Bank recognizes that Latin America is a dynam- 
ic area and that it must constantly adapt to the changing needs of the r^on. 
As part of the process of keeping abreast of change the Bank recently under- 
took a eomprehenssive and thoroughgoing review of agricultural development 
in Latin America. This review was intended to point to shifts in emphasis within 
the Bank's programs to meet changing conditions in the hemisphere. Th^ gen- 
eral results of this review indicate that while no Malthusian crisis will occur 
in Latin Amreica in the early future, there is no room whatsoever for com- 
placency. The review has suggested a number of actions that the Bank should 
take to strengthen its role in 2>romotIng the agricultural develoinnent of the 
region. On this basis th^ Bank has already decided to strengthen its technical 
expertise in agriculture by expanding its own staff. Specifically, the Bank has 
authorized the employment of 13 additional experts, which will more than 
double its staff in this field. 

As was clearly stressed in the "Reiwrt of the Board of Executive Directors 
on the Proposed Increase of Resources of the Bank" which was approved by 
the Board of Governors at its eighth annual meeting last we'ek, the Bank is 
adopting a positive policy of giving special encouragement to productive invest- 
ment in the agricultural sector. 

This win involve significant expansion of the scope of its activities in agricul- 
ture. The Bank recognizes the need for an integrated approach to agricultural 
development and so is actively considering ways and means of encouraging re- 
search, extension services, marketing, and related activities. In addition the Bank 
is examining how it can expand and improve its current activities in land settle- 
ment, rural credit, and diversification of production. 

The Bank fully intends to mat^h its resolve by deeds. During the next triennium 
it is anticipated that the Bank will invest about one-third of its resources in the 
agricultural sector, in addition to strengthening its technical assistance activitiea 
Sincerely yours, 

Geatdon Upton. 

Question 12. Isnlt it true, Mr. Secretary, that many wealthy Latin Americans 
send their capital abroad rather than invest it at hornet What would "be your view 
that the IDB issue hard currency bonds bearing an attractive rate of interest 
and salable throughout Latin America using techniques similar to those used in 
Israeli bond drives in the United States f 

Answer. As indicated in the material placed in the record in response to the 
similar question by Mr. Widnall, it is true that Latin Americans have sent their 
capital abroad rather than invest it at home. While we are not able to measure 
the ainonnts precisely, it appears that the volume of capital flight has been con- 
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siderable. And much of the Alliance for Progress effort is directed toward elimi- 
nating the conditions which stimulate capital flight 

The suggestion that IDB bond drives be mounted in Latin America has received 
a great deal of consideration in recent years. Some of the problems posed are 
indicated in the attached memorandum prepared by the IDB. 

The consideration of this suggestion did, however, lead to atepe whereby the 
Bank's bonds are now sold — beginning in 1966 — to the central banks of the Latin 
American members of the Bank. A total of $57 million in 1, 2, and 5 year IDB 
bonds was sold in 1966 to Latin American central banks. The banks are currently 
studying a system to give these bonds marketability among themselvea 

The objective of keeping Latin American flight capital at home, and putting it 
to work in the interests of Latin America's own development, is certainly a worthy 
one, and the feasibility of practical steps through the medium of IDB bonds will 
be kept under continuous review. 

(IDB Memorandum) 

. April 28, 1967. 

Subject : Prospects for public issues of long-term dollar bonds in Latin A,merican 
countries to absorb dollar "flight capital." 

1. The question has been raised from time to time whether it would be, feasible 
for the Bank to issue longrterm dollar bonds in Latin American countries for tiie 
purpose of absorbing dollar flight capital. It is our opinion that the feasibility of 
such issues is extremely low for the following reasons : 

(a) "Flight capital" consists generally of funds which have been trans- 
ferred out of a country because of expected or actual depreciati6n of the 
currency or other difficulties. In some cases the objective may be to avoid 
taxation. The greater part of flight capital is undoubtedly sent abroad in 
violation of exchange control laws or regulations. Thus, in the majority of 
cases the funds have been transmitted secretively, and the holder of such 
funds (in dollars, Swiss francs, etc.) is generally unwilling to have it known 
by the authorities of his country that he is the owiier of such funds held 
abroad. . 

(b) Consequently, it is extremely unlikely that the owner of such flight 
capital would wish to expose himself to the risk of having the fact revealed to 
his government. An offer of IDB bonds in a Latin American country could 
hardly be made vrlthout at least the potential obligation to inform the 
respective government of the names of purchasers. 

(c) If we assxune that the funds were transferred abroad with the full 
knowledge of the authorities, as a sp^ulatioh, or for a temporary period 
because of an anticipated modification of the exchange rate, the holder of such 

, , funds would be extremely unlikely to purchase long-term dollar bonds offered 
in Latin America because of his primary interest in having his funds readily 
available so that he could bring thiem home at an opportune moment and 
could utilize the funds at home in a market where nominal interest rates are 
very substantially higher than the rate of yield on the dollar bonds under 
discussion. 

(d) Preliminary soundings with several Latin American governments 
have raised considerable question whether they would welcome public bond 
issues by the Bank in their territories because of the potential competition 
with their own efforts to mobilize domestic resources — including the sale of 
their own government (and autonomous institutional) bonds. 

2. It should of course be noted that the bonds issued by the Bank in the capital 
markets of developed countries, such as the United States, Germany, Switzerland, 
and the United Kingdom, are available for purchase by any national oi Latin 
America who desires to acquire them. 

Question 13. How will integration and the estaMUhment of a Latin American 
Common Market affect the U.S. trading position in Latin America f 

(Treasury Department Answer) ^ 

The Tradk Cheating Efff.cts of Latin American Economic Inteqbation and 
A Latin American Common Market Should Overwhelm the Trade 
Diverting Effects 

The recent examples of the Euroi)ean Common Market and the Central Amdr* 
lean Common Market indicate that the U.S: trading position in Latin America 
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will be enhanced by the economic integration of Latin America, and the estab- 
lishment of a Latin American Common Market. 

United States exports to the two existing common markets, since their creation, 
have increased at rates double that of total U.S. exports during the same periods. 
From 1958, when the European Economic Community was initiated, total U.S. 
exports increased by 53 percent, whereas U.S. exports to the EEC increased by 
over 100 percent. From 1961, at which time the Central American Common Mar- 
ket became effective, U.S. total exports increased by only 30 percent, as compared 
with a 70 percent increase in U.S. exiwrts to the Central American Common 
Market. 

The European Economic Community now takes 17.6 percent of total U.S. 
exports as compared with 13.6 percent in 1958. This increase in U.S. exi>orts 
occurred despite a marked increase in intrazonal trade in both areas, indicating 
that trade creation has more than offset any trade diversion which may have 
occurred due to integration. The following tables indicate the growth of U.S. 
exports to the two areas. 

The trade creating effects of Latin American economic integration and a Latin 
American Common Market should overwhelm the trade diverting effects ^ 

U.S. EXPORTS TO THE CENTRAL AMERICAN COMMON MARKET, 1961-66 

IMillions of doUars] 



Country 


1961 


1962 


1963 


1964 


1965 


1966 


Costa Rica 


42 
35 
60 
37 
32 


50 
41 
61 
43 
46 


53 
50 
74 
44 
45 


61 
68 
85 
60 
59 


61 
61 
97 
54 
69 


62 


El Salvador 


70 


Ouatwnftift - 


91 


Honduras 


68 


Nicaragua 


71 






Total 


207 


240 


265 


323 


342 


362 







1 Cases in point: The European Common Market and the Central American Common Market. 
Source: U.S. Department of Commerce, Bureau of Census. 

U.S. EXPORTS TO THE EUROPEAN ECONOMIC COMMUNITY, 1958-66 
[Millions of dollars] 



Year Value 

1958 2, 449 

1959 2, 420 

1960 3, 482 

1961 ,- 3, 571 

1962 3, 652 



Year Value 

1963 3, 994 

196^4 4, 577 

1965 4, 966 

1966 5, 332 



Source: 
modities. 



U.S. Department of Commerce. Data far 1964-66 adjusted to includee s?e2ial category com- 



Mr. Reuss. Mr. Moorhead. 

Mr. Moorhead. I have no further questions. 

Mr. Rees. I have no further questions. 

Mr. Reuss. I want to thank all of you gentlemen, Mr. Gordon, Mr. 
Davis, Mr. Rnowlton, for your excellent cooperation and response 
to our questions. 

We will now stand adjourned until 10 o'clock tomorrow morning, 
at which time we will hear other witnesses in connection with these 
liearings. 

Thank you. 

(Whereupon, at 12 :45 p.m. the subcommittee recessed, to reconvene 
at 10 a.m., Thursday, May 4, 1967.) 
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INTER-AMERICAN DEVELOPMENT BANK ACT 
AMENDMENTS OF 1967 



THIJBSDAY, MAY 4, 1967 

House of Representatives, 
^ sxtbcommittee on international finance 
of the commxttee on banking and currenct 

Washington^ DC. 

The subcommittee met, pursuant to recess, in room 2128, Eaybum 
House OflSice Building, Hon. Henry S. Eeuss (chairman of the sub- 
conunittee) presiding. 

Present: Representatives Reuss, Gonzalez, Haima, Rees, Halpem, 
Widnall, Stanton, and Mize. • 

Mr. Reuss. The Subcommittee on International Finance will be in 
order for further consideration of H.R. 9547, to amend the Inter- 
American Development Bank Act. 

We have vrith U3 thi§ morning some very distinguished witnesses. 
One is Father Dan McLellan, president of Mutual El Pueblo, who, 
in the last 17 years, has spent much of his time helping very directly 
the people of Latin America. 

We have Mr. William Doherty, Jr., administrator, American Insti- 
tute for Free Labor Development, representing the AFL-CIO. Will 
you introduce your associate ? 

Mr. DoBPEBTT. This is Mr. James Hoi way .director, Social Projects 
Department, American Institute for Free Labor Itevelopment. 

Mr. Reuss. We have Mr. H. W. Balgooyen, president or American 
& Foreign Power Co.^ Inc., and a member, I believe, of the Inter- 
American Coimcil for Commerce and Development. 

We would like to have each of you gentlemen proceed, working 
from your left to right. Will you lead off, Mr. Doherty, in any way 
you please? 

STATEMENT OF WILLIAM C. DOHEETT, JE., ADMINISTRATOR, 
AMERICAN INSTITUTE FOR FREE LABOR DEVELOPMENT, 
AFL-CIO, ACCOMPANIED BY JAMES R. HOLWAY, DIRECTOR, 
SOCIAL PROJECTS DEPARTMENT, AMERICAN INSTITUTE FOR 
FREE LABOR DEVELOPMENT 

Mr. Doherty. Mr. Chairman, my name is William C. Doherty. 
I am pleased to appear before this committee to present the views 
of the American labor movement pn the proposal that our Gfoyem- 
ment expand its participsution in the Inter- American Development 
Bank. The Ameirican Institute for Free Labor Development orga- 
nizaition is some 6 years old. It has the support of the American Fed- 

61 



Digitized by 



Google 



62 INTER-AMERICAN DEVELOPMENT BANK ACT AMENDMENTS 

eration of Labor and Congress of Industrial Organizations, as well 
as some 70 private U.S. business firms and organizations which are 
contributing to the institute. 

We also have contracts with the Government of the United Starf;es, 
the Agency for International Development, in order to help strengthen 
free trade unions under the Alliance for Progress. 

The proposed legislation would increase the U.S. commitment to 
the IDE's Fund for Special Operations by $150 million spread over 
the next 3 years. I think this proposal deserves approval for several 
reaSiOns. 

In the first place the increased contributions by the United States 
to the IDB will be more than matched proportionally by increases 
by the Latin Americans, that is, while the U.S. portion goes up bj 
20 percent, the Latin Americans increase theirs by 100 percent. This 
sharing of responsibility for inter- American development is an im- 
pjortant characteristic of self-help ; a guiding principle of our rela- 
tions with the developing states and the Alliance for Progress. 
Self-help is also evident in many of the IDB's projects ; the borrowers, 
be they public or private entities, are always required to provide a 
large portion ^of the total project cost. 

. In the second place, the IDB is in a unique position, to respond to 
the needs of the economic integration process in Latin Ainerica. 
Although the meeting pt the chiefs of state at Punta del Este resulted 
in a new commitment for a Latin American common market, the IDB, 
since its conception in 1959, has purposefully sought projects i^v^hich 
would stimulate, economic integration. More than $130 million has 
been invested in the integration process; in 1966 alone, $44 million 
was invested in. projects to. finance capital-goods expKurts in the re^on, 
sections of the Trans- Andean Highway, liSkiilg Chile and Ai^ntina, 
and in studies of futitt*e integration projects;. This backlog oFexpen- 
enc^ in the problems of integration will allow thl^ EDB to exercise 
more effective leadership in the iritep^tion of Latin* America. 

A third reasoji thM the AFL-(jIO feels the prjoposed increase 
should be approved is that the Bank is responsive to the need o| 
increased agricultural J)roduction. Twenty-otier percent of Uhe Bank's 
resources have been directed toward agricultural development, and 
if all the rural programs are included the Bank has contributed an 
even larger proportion of its capital to agricultural development. The 
Bank's contribution to rural development is felt by the workers- who 
now have better seed, irrigated crops, credit, better market roads and 
marketing facilities. Agricultural programs exist in nine countries. 
This emphasis on agriculture demonstrates the responsibility with 
which the IDB has assumed its role as the principal inter- American 
lending agency. 

We in the AFI^-CIO have noted with satisfaction that the IDB 
has recognized, at least in a limited way, the necessity for the strength- 
ening of the free trade union movement in this hemisphere as set 
forth in the Charter of Punta del Este, as well as other agreements. 
From the Social Progress Trust Fund, the IDB has made a loan of 
$2,500,000 for the construction of 1,4()0 housing units for members 
of the trade union movement of Colombia. On May 7, 1967, a $2,270,000 
lo»an agreement will be signed between the IDB and the Federacion 
Sindical de Trabajaodres del Norte de Honduras for the construction 
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of approximately 1,000 housing units near San Pedrjo Sula. This will 
be the first loan made by the IDB directly to a trade union orga- 
nization in Latin America. Both of these Joans were sponsored by 
the American Institute for Free Labor Development ( AIFLD) which 
rendered technical -assistance to the unions in theix efforts to Secure 
funding for their housing programs. 

In addition, and also through the efforts of the AIFLD, specific 
portions of housing loans in Argentina and Ecuador were earmarked 
for members of the free trade union movement of these two countries. 
Finally, on April 15, 1965 the IDB approved a loan of $1,735,000 
for the constructijon of houses for members of labor cooperatives in 
the Dominican Republic. This loan has not yet been implemented. 

The AFL-CIO applauds the recognition by the IDB of the impor- 
tance of workers' housing. The AFL-CIO strongly urges that in the 
future the Bank, through its Fund for Special Operations, give 
serious consideration to the making of seed capital loans for workers' 
banks, savings and loan associations, credit unions and cooperatives 
and the development of vocational schools as outlined in the Declara- 
tion of Cundinamarca and Plan of Action of Garaballeda, the docu- 
ments resulting from the meetings of the labor ministers of the 
American Republics. 

The current emphasis of the Fund for Special Operations on agri- 
culture, industries and mining, water supply and sewage systems, 
housing, transport ati on, electric power, and education is laudable. 
But the workers of Latin America must be made to feel that they, 
tooj are part of the Alliance for Progress. Financing of projects, 
which will have a direct and immediate impact upon the workers' 
lives, will awaken such a feeling and strengthen the free trade union 
movement an institution essential to the growth of democracy in this 
hemisphere. 

Mr. Reuss. Thank you, Mr. Doherty. 

Father McLellan? 

STATEMENT OF FATHER DAN McLELLAN, M.M., PKESIDENT OF 
MTJTUAL EL PUEBLO, LIMA, PERU 

Father McLellan. Mr. Chairman and members of the committee : 
I am happy to appear before you today in support of legislation in- 
creasing the U.S. contribution to the Fund for Special Operations of 
the Inter- American Development Bank (lADB). We have been bor- 
rowers from the Bank and have worked with the Bank for 5 years 
and, I believe, I am in a good position therefore to tell you why I sup- 
port this increase of the Bank's resources. 

Poverty I have seen in many parts of this world. But the poverty 
I encountered in 1950 in the high Andes of Peru was the worst I have 
ever seen, even in Vietnam under war conditions. 

Added to the material chains of poverty was a hopelessness, a ter- 
rible brutalizing hopelessness bom of helplessness. You could feel 
this pressing down on the people, there was no way outj no way to 
better oneself, just exist without hope until release came with death. 

These people could not better themselves without money or credit 
and normal bank credit was beyond the reach of 98 percent of Peru's 
people. Help could not come because we had no institutions. Some- 
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thing had to be done to help the people materially and economically. 
With fear and trembling and against the advice of all the experts we 
began to form a credit union. In the absence of help, in order to find 
hope, you must help yourself. 

Early in January 1955, we started Peru's first credit imion. In April 
of 1955 we had 23 members and savings equivalent to $21. The experts 
laughed. There were no savings to be had, they said. The people 
couldn't and wouldn't save; they would not pay; they couldn't learn 
to administer and manage a financial institution. Wiser heads than 
ours counseled us against initiating a movement foredoomed to failure. 
Friends and superiors were pessimistic to the point of almost ordering 
us to "cease and desist." 

Today in Peru there exist about 600 credit unions spread throughout 
the nation. Some of them in small villages in the jungles that don't 
even appear on the maps. But there are many there. The almost 350,- 

000 credit union members have a savings of almost $40 million. Total 
accumulated loans stand at about $150 million. Loan delinquency 
is about equal to that in the United States. A little bit lower. These 
figures are approximates because I don't have, with me, the 1966 reports 
and because I am jiot now involved in the daily work in the credit 
union movement in Peru. Gradually over the last 5 years I have pulled 
out leaving the movement completely in the hands of Peruvian people 
as it should be. 

As the credit union movement grew we established a Central Credit 
Union that serves the credit unions as their own central bank. Now 
we had the institutions. People owned and managed and self -capital- 
ized savings institutions. 

We looked for help in 1961 and none was to be found. We were not 
government institutions, we were private citizen-owned institutions. 
Everyone was afraid to touch us and besides we were small peanuts. 
Then one day here in Washingto^i helping the Peruvian Govenunent 
in negotiating a loan, the Inter- American Develop^uent Bank asked 
me why I didn't ask for a loan for our Central Credit Union. I thought 

1 had died and had gone to heaven. We "received a $1 million loan- 
more would have been too much. It would have taken away the neces- 
sity for the people to save and to keep increasing their savings. By this 
time we could see implications in what we^ were doing far beyond our 
original purpose. If I knew what I was getting myself into in 1955 
I would have pushed somebody else and I would still be happy, up in 
the mountains. • 

A people's institution had been created that should grow and 
stren^hen and continue to help. The institution was more important 
than individual projects, and the institution must remain in the control 
of the people. That is part of the reason for the many fights I have 
had up here because we have always insisted that we wanted loans 
directly to our people's institutions and avoided loans, two-step loans, 
to a government institution and then which would be passed on to us. 

We needed help but we would not purchase that help at the price of 
the independence of the institutions. The Inter- American Development 
Bank gave us that help, and gave it to us directly. They believed in 
us when no one else would believe. 

This $1 million loan to the Cooperativo de Credito Central has been 
channeled by it to credit imions in all parts of Peru. As of December: 
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1966 this $1 million had provided 742 housing loans, 51 loans for public 
water and sewerage, and 151 agricultural loans. We have amortized 
$200,000 of the loan. 

Mr. Eex7ss. By amortized do you. mean repaid? 

Father McLeij^an. Kepaid. This is an aside, but somehow or other 
I am going to live until 1971* I just happen to have our annual state- 
ment from our savings and loan association and you can see that we 
have quite a bit of money in the bank. A lot of that money is our re- 
serve fund for the exchange i^isk for IDB loans and the rest of it — 
there is a lot of it there that is in dollars waiting until we have enough 
money in 1971, 1 hope to be able to place ourselves in the same position 
as Finland did a few years back by coming to Washington and cancel- 
ing one of our loans 11 years ahead of time. 

This was the first loan made be IDB to a private people's organiza- 
tion out of the Social Progress Trust Fimd. 

In 1960 the Peruvian Government and United States consultants 
asked us to form a mutual savings and loan association. March 1, 1961, 
Mutual El Pueblo — ^the People's Savings and Loan Association opened 
its doors with 53 members and $4,101 in savings. 

As of December 31, 1966, we had over 21,000 savers and assets of 
$13,954:,979 — 4,732 families now live in their own homes. Once again, 
wiser heads prophesied disaster. Strong opposition to the savings and 
loan system was voiced in the Peruvian Congress and local press. Again 
the IDB placed its faith in the people. In 1963, we received a $1 mil- 
lion loan directly to our People's Mutual Savings & Loan Association. 
This has placed 362 families in their own homes. As of May 1, 1967, 
we have amortized $175,000 of this loan. Another loan for $1,200,000 
to finance 400 homes is currently being disbursed to us. 

I would like tp emphasize that these credit imions and our savings 
and loans are truly serious financial institutions — supervised and ex- 
amined by Government agencies and externally au(fited by interna- 
tional auditing firms. We take vejry seriously the obligation to respon- 
sibility placed upon us by the people who have confided to us the man- 
agement of their life's saving. 

Behind the numbers, behind the balance sheets and control reports 
there is a drama of. human hopes, a struggle of a people to free itself 
from the economic thralldom that bound them to serfdom. It is a 
story of men creating their own financial institution with nothing 
but their smaU savings, learning to democratically administer ?ina 
manage these institutions, growing in re^onsibility to the point gdf 
being able, I believe, for the. first time, in South American history 
to be able to successrully receive a direct loan from an international 
development bank. The first night we opened we loaned out all our 
money. 

May I also add here that People's Savings & Loan of Lima, I believe 
is the only institution, of private people's institutions in South Amer- 
ica who is guaranteeing to the .U.S. Government the repayment of a 
Cooley fund loan to an American company in housing. 

Having the right to vote is not the only badge of freedom. To be 
truly free a man must own something. To have political freedom he 
must have economic freedom. This means he must be the owner of 
his own thrift institutions for capital accumulation. If he does not 
create these institutions or if these institutions do not have access to 



Digitized by 



Google 



66 INTER-AMERICAN DEVELOPMENT BANK ACT AMENDMENTS 

direct loans from international financial institutions, then it may come 
to pass as Salvador de Madariaga has said, "A country may become 
the colony of its own Government." A people who do not have decision- 
making on the lowest level and have to continually go to centralized 
Government sources to beg for aid are colonies. I believe it is true 
in all developing countries. This is the freedom part of our own herit- 
age that we must give to people who want it all over the world. This 
is what the IDB has extended to the people's institutions of Peru by 
its loans. The IDB bent down to us not to pat us on the head and 
keep us on the level of children, but to stretch out a helping hand 
to help us lift ourselves up to the dignity of responsible men. 

Speaking as a "cholo de honor" which president Belaunde of Peru 
and its people have done me the honor of nicknaming me, I express 
the deep gratitude of the people of the credit union movement and 
the "Mutual" to the IDB. 

As an American I strongly support the IDB and its administration 
of the Social Progress Trust Fund and Fund for Special Operations 
and ask you, the representatives of our people, to support its request 
for additional funds. 

Thank you for permitting me to appear before you. 

Mr. Reuss. Thank you. Father McLellan, for a very inspiring state- 
ment. 

Mr. Balgooyen. 

STATEMENT OF H. W. BALGOOYEN, PRESIDENT OF AMEEICAN A 
FOREIGN POWER CO., INC. 

Mr. Balgooyen. Mr. Chairman and members of the committee : My 
name is Henry Balgooyen. I am president of American & Foreign 
Power Co. and vice chairman of the Council for Latin America. 

Since 1923 my company has been an investor in basic industry in 
Latin America and the (Council of Latin America has a membership 
of over 200 of the principal industrial and commercial companies in 
the United States with investments in industrial and commercial enter- 
prises in Latin America. It, in turn is the U.S. section of the Inter- 
American Council of Commerce & Production which was f oxmded in 
1941 as a hemispheric business and trade association with head offices 
located in Montevideo, Uruguay. 

I am pleased to appear before you today in support of legislation 
to authorize the United States to participate in an increase in the 
resources of the Fund for Special Operations of the Inter- American 
Development Bank. As you are no doubt aware, Mr. Chairman, my 
company and, indeed, the companies which are members of the above- 
mentioned group have had a lon^ and increasingly large financial 
relationship with the various countries of Latin America. 

At first glance, the $900 million contribution for use by international 
financial institutions in support of social progress and economic de- 
velopment might appear to be only loosely connected with the primary 
interest of American private investment in Latin America. I am con- 
vinced, however, that the relationship is very definite and very real. 
We have learned from experience that there is a direct relationship 
between the standard of living and the rate of economic growth of 
the countries in which we operate and the success of industry and pri- 
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vate enterprise in those countries. As local industry and private enter- 
prise prosper, and as the standard of living improves, the opportuni- 
ties for American investors and exportei-s are correspondingly 
enhanced. 

The objectives of the Alliance for Progress are extremely important : 
I would say, vital, to the major American companies engaged in busi- 
ness in Latin America. The Alliance, including the contribution of 
domestic and foreign private capital to the development effort, offers 
the best hope of meeting the awesome economic and social problems 
which beset so many developing countries in Latin America. Although 
these problems have been generally recognized for years, and are being 
attacked on so many fronts, they are, in many cases, growmg rather 
than shrinking and the maximum effort in this battle is yet to come. 
We all want the people of Latin America to enjoy a better life : first of 
all, because it is right ; and secondly, because the welfare and security 
of our own country demands that the peoples of this hemisphere should 
prosper and live in peace with each other. As the standards of life in 
Latin America rise, both worker and the businessman will benefit, in 
the United States as well as in Latin America. 

The contribution which you are now considering will play a par- 
ticularly important role in Latin America's economic and social devel- 
opment. Businessmen know that a growing and eflJcient private sector 
requires a skilled and healthy population, good roads, clean water, and 
adequate food supplies. The Bank has demonstrated in its past opera- 
tions that the Social Progress Trust Fund and the worker and the Tbusi- 
nessman will benefit in the United States as well as in Latin America. 

The contribution which you are now considering will play a par- 
ticularly important role in Latin America's economic and social de- 
velopment. Businessmen know that a growing and efficient private 
sector requires a skilled and healthy population, good roads, clean 
water, and adequate food supplies. The Bank has demonstrated in its 
past operations that the Social Progress Trust Fund and the Fund for 
Special Operations operate to further these objectives. The record, 
indeed, is impressive. The loans which the Bank has authorized have 
brought into production or improvement nearly 5 million acres of 
farmland, expanded electric generating capacity under both private 
and Government operation to over 21/^ million kilowatts, constructed 
or improved 1,500 miles of highway, and over 7,800 miles of access 
and farm-to-market roads, provided over 2,300 water supply systems 
and constructed, expanded, or improved 253 sewerage systems for 
benefit of over 36 million people. The construction of 300,000 housing 
units for low-income families will benefit some 1.8 million persons. 
Seventy-three centers of higher education serving 244,000 students are 
being modernized or expanded. I cite these statistics because they are 
impressive and because they demonstrate the Bank's capacity to ad- 
minister the funds you have been asked to authorize. 

I might say that my own company has the occasion to work with the 
Bank in the financing of a large cliemical fertilizer plant in Argentina. 
In our relations with the Bank, we have been impressed with the ap- 
proachability, the diligence, the technical capacity, and the high level 
of professional capability of its management and staff. I would hope 
and expect that the Bank would increase its loans to private enterprise, 
along with its assistance to governmental or public agencies. 
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In my travels throughout Latin America, I have seen the Bank's 
projects at work and I can testify that, from what I have seen^ they 
contribute a great deal to giving Latin America the opportunity to 
look to the future with hope and with confidence. We all know that a 
man who has an opportunity to live in a good house and who can 
provide a better life lor his children is a man who will devote himself 
more readily and more eflfectively to the economic and political de- 
velopment and stability of his country. The infrastructure loans made 
by the Bank have brought water, roads, education, and sanitation to 
areas where either these facilities did not exist or were in short supply, 
enabling the private businessman to run his machinery, to sell his 
goods, to have healthy workers and better educated ones. 

As a rei)resentative of the private business community, I strongly 
support this $900 million contribution to the Fund for Special Opera- 
tions. It will help people and it will stimulate growth. As an effective 
part of the Alliance for Progress, it will carry us further along the 
road to the day when all the peoples of this hemisphere wiU share in 
a better life. 

Mr. Eeuss. Thank you, Mr. Balgooyen. We are very grateful to this 
panel of representatives of the business community, the labor move- 
ment, and the religious and charitable community. 

Father McLeUan, I am most interest^ in your account of the help 
that has been given by the Inter- American Development Bank to the 
credit union and savings and loan movement in at least one country, 
Peru. The suggestion was made at yesterday's hearing that the com- 
mittee add an amendment to the bill before us to provide that the 
funds used by the Inter- American Development Bank should be used 
to the greatest extent possible for the purchase of U.S. exports and 
services. 

Would you have any comment to make on the possible effects of 
that on operations such as those in which you have been active? 

Father McLellan. At the present time, I think I was the first one 
that got caught in these letters of credit — ^the disbursements that the 
Inter- American Bank is making now, $600,000 of those will be in 
letters of credit opened up in the Banks here in the United States to 
pay for the importation of U.S. goods. 

In other words, this money will never leave the United States. I 
sell the letter of credit in Peru and the importer uses that money here 
in the United States to pay the American exporter. That is the present 
setup. 

In certain things you have to have a lot of flexibility. For instance, 
in housing, the construction industry in Peru, it has now grown that 
there is no need to import anything from the outside. If we had to 
import things for housmg we would have created a political situation. 

Mr. Reuss. Another aspect of the proposed amendment would pro- 
vide that the funds given the Inter- American Development Bank by 
the United States would have to be used in such a manner that U.S. 
exports do not substitute for the commercial exports which would 
have been purchased, in any event, by the country or countries receiv- 
ing the IDB loan assistance. 

Would you have any comment on the workability of that suggestion ? 

Father McLellan. Last week I attended the meetings with the 
Inter- American Development Bank Board of Grovemors and I was 
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speaking with some people from other nations who have helped capi- 
talize the Bank and they were screaming that they wouldn't put any 
more money in unless some of the money could be used for imports 
from their countries. 

I know, too, that down in South America this is quite a sore spot 
all the time. I understand fully your position, I think, but at the 
present, at least half of this money stays in the United States. It 
doesn't even leave the United States. 

Mr. Reuss. Mr. Doherty, would you have any comment to make on 
the subject that I have been discussing with Father MeLellan? 

Mr. DoHERTT. Mr. Chairman, the American labor movement has 
traditionally supported the concepts behind the foreign assistance 
program from Marshall plan to the present day. We have consistently 
pointed out to the American worker, the American taxpayer, that 
foreign aid, in addition to the material accomplishments, in addition 
to the necessity for the protection that our way of life gets from the 
programs throughout the world, is good for the American worker— 
that the overwhelming majority of the funds that are appropriated 
by Congress help provide jobs in the United States. We feel the same 
way about the Inter- American Developonent Bank. 

We feel, however, that the administrative provisions that are 
already adopted by the Bank more than adequately insure that Ameri- 
can exporters and American industry is protected in terms of the 
projects that would flow from the money to be appropriated by the 
Congress. 

Mr. Reitss. Mr. Balgooyen, would you have any comment on this? 

Mr. Balgooten. I am, m general, sympathetic with what I under- 
stand were the conclusions reached at the lADB meeting in Washing- 
ton very recently, namely, that procurement for projects financed by 
loans of the Inter- American Development Bank ^ould be from coun- 
tries that have made^ contributions to the capital or to the fund of the 
Bank. That's logical. Whether it is practical to try to make a sharp 
distinction so that every dollar that comes from a certain country 
will be used for procurement in that country^ I am not certain. In 
fact, I feel there may be some instances where it is possible to use the 
funds to better advantage in country A or country B, rather than 
country C, and if there are substantial savings it will benefit the 
country receiving the loan and it will perhaps help a little bit in the 
fight against inflation. 

What I am saying is, if the added cost of procurement in the 
country providing the funds, means double the cost of the project, 
then it probably isn't worth the candle to stick to the line on it. But 
in general, I do think that if a country like France, for example, has 
not made a contribution to the funds of the Bank, the procurement 
of equipment and goods for the project being financed should not be 
made in France. I think it should be made m the country which is 
supplying the funds unless the cost is completely out of Ime. 

Mr. Reuss. Are all three of you gentlemen satisfied with the policy 
statements adopted by the Inter- American Development Bank on the 
subject of source of procurement? And do I correctly interpret your 
testimony as feeling that no firm or inflexible provision in the legisla- 
tion itself would be in the public interest ? Is that a fair statement ? 

Mr. Balgooten. Yes, I would have to review the resolution itself to 
know exactly what the wording is. I am in favor of the general prin- 
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ciple of procurement in the country providing the funds, but I think 
it might be impractical to insist on dollar for dollar procurement in 
those countries. 

Mr. Reuss. Do you share that view, Mr. Doherty ? 

Mr. Doherty. We are happy with the manner in which this matter 
is now dealt with by the Inter-American Bank. We think that adequate 
provisions are contained in current Bank regulations. 

Father McLellan. Yes, I agree with that. 

Mr. Reuss. That answer was yes, was it not ? 

Father McLellan. Yes. 

Mr. Reuss. Mr. Halpem ? 

Mr. Halpbrn. Mr. Chairman, I would like to commend our witnesses 
and I would like to extend my compliments, particularly to Father 
McLellan, whose outstanding work has been a source of great admira- 
tion for quite a while. 

His activity has become legend and his contribution to a b^ter 
society in Peru has reflected throughout other Latin American coun- 
tries. We are privile^d, Mr. Chairman, to have the benefit of his views 
on this IDB legislation. 

Farther, I Imow tJiat you have had a great personal experience in 
Peru, particularly with the credit union movement. 

Would you please tell us more specifically how the IDB has con- 
tributed to it ? Tell us what the f und^ have been used for. and I have 
in mind such things as housing projects, farming tool acquisition 
and so forth. 

Father McLellan. The IDB were the only ones who would talk 
to us. 

Mr. Halpern. Very interesting. 

Father McLellan. I came up here to Washington in 1960 and 1961 
and I was like a Cub Scout and as I said in my statement, one day 
they asked me why I didn't ask for a loan and I thought I died and 
went to heaven. We were not a government institution. We were very 
small peanuts. We didn't know then whether we could get a govern- 
ment guarantee or not from the Peruvian Government. They offered 
us help when nobody else would even speak to us. 

Now, this money has been used — when we got the first loan for the 
Central Credit Union we had about $10,000 or $20,000 in savings in the 
Central Credit Union — now we have about $600,000 in saving This 
has grown faster than a projected cooperative bank study which was 
made at U.S. expense. They came down and said, by sending experts 
down and setting up the cooperative bank in 5 years there would be 
so many savings and so many loans. It would have cost the U.S. Gov- 
ernment about 10 times as much money as the $1 million loan to the 
Central Credit I^nion and their projections liave been surpassed by 
the Central Credit Union. These loans have been made primarily out- 
side of Lima for housing, and adequate housing, because I firmly be- 
lieve that I would rather give an adequate house to a man and tell him 
you have to moonliglit, you have to find some way of making another 
$10 to $20 a month, but you have an adequate house, rather than put- 
ting them in a modern, concrete, inadequate slum. 

That is one reason why our delinquency ratio is so low and why the 
delinquency ratios of some government institutions are so high. 

Mr. IIalpern. What about farm tool acquisition ? 
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Father McLellan. That has been used — ^not as much as we would 
have liked to, because for many years, and even now, it is quite dif- 
ficult for a credit union to make a loan to an agricultural cooperative. 
But at the present we are changing the Central Credit Union into a 
bank of cooperatives and then we can make loans to other types of 
cooperatives. 

Mr. Halfern. Father, since you have long been an active observer of 
economic work in Latin America you may be aware of the recently 
established regional prein vestment fund. This fvmd was set up by the 
IDB to promote study in regionally integrated projects. 

From a firsthand knowleage, have you seen such regional coopera- 
tion outside of your own credit imion ? 

Father McLellan. No, I haven't. This touches government agencies 
more than it would touch us. 

Mr. Halfern. Mr. Doherty, I would also like to compliment you for 
your superb work. I am interested in knowing how the Bank has co- 
operated with the free labor movement in Latm America. Do you see 
the IDB as benefiting the workers, particularly in such country areas 
as medical benefits and so forth ? 

Mr. Doherty. Congressman Halpern, dating all the way back to 
the Eisenhower administration with the Act of Bogota, our Govern- 
ment and this Congress saw fit to place great emphasis on the need for 
social development in Latin America, if we were going to combat com- 
munism or any other type of totalitarian concepts. I don't think any- 
one would really argue with this necessity, but talking about social 
development and getting it going are two different thmgs, and it is 
the Inter-American Development Bank that makes it possible for 
social development to take place. Social development can either take 
place because workers and little people and needy people band to- 
gether and do things for themselves or can take place because there 
is a great big welfare state that is passing it down to them, and I 
happen to prefer the former, because we believe in private sector de- 
velopment^ — either way it has to be financed. To talk about it without 
financial wherewithal is to talk in a vacuum. The Bank is the financial 
tool with which the social development processes take place. 

The workers of Latin America, through their free and democratic 
trade imions have been able to get loans for low-cost cooperative hous- 
ing developments, and they got them with the Alliance for Progress, 
IDB, and AID. We are friendly competitors of Father McLellan in 
Peru because there is a Worker's Savings and Ix)an Association which 
is following in his footsteps. 

Mr. Halpern. It is healthy competition. 

Mr. Doherty. As long as we continue to compete in getting more 
housing we want to do that. It is this type of inter- American financial 
institutions, regional assistance, that makes it possible for us to make a 
reality out of the promises of the Act of Bogota and the Alliance for 
Progress, and this is why we strongly support the Inter- American 
Bank. We like the concept that the Bank is multinational, does take 
into consideration the self-help aspect of Latin America's contribu- 
tion and it is not Uncle Sam in a paternalistic fashion financing de- 
velopment in Latin America on a project by project basis. They feel 
like it is their bank, the Latin Americans, and we feel that that is a 
healthy feeling. 
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Mr. Halpern. You state that housing has been implemented. To 
what extent have these projects been completed? 

Mr. DoHERTT. With the Inter- American Development Bank we 
are in the process of constructing, now, in Colombia a 1,400-house unit. 
That stage of completion is such that 280 apartments have been handed 
over to workers and they are now living m them. I am traveling this 
weekend to Honduras for the siting ceremony of a $2,270,000 loan 
agreement that will be signed with the unions of the north coast of 
Honduras. We think it is a very interesting loan because the chamber 
of commerce there is making a loan to the unions for urbanization 
and the Bank is making the loan for construction. The workers are 
paying from 10 percent to 20 percent down and will repay the loan. 
This loan will be signed over the weekend and construction will 'begin 
very, very soon thereafter. 

In addition to the Bank the AIFLD receives financial support from 
the Agency for International Development. The Bank seems to place 
great emphasis on social type programs, whereas the AID, by necessity, 
is getting more deeply involved in the hard-core infrastructure type 
projects. 

Mr. Halpern. Thank you, Mr. Doherty. 

Mr. Balgooyen, I have a question or two questions that I would like 
to ask you. 

I understand the IDB has been cooperating with your organization 
on petrochemical plants in Argentina. What type of projects are 
these? 

Mr. Balgooyen. Primarily a fertilizer plant. It will be the largest 
integrated fertilizer plant in Latin America when completed. 

Mr. Halpern. Did you say it is completed ? 

Mr. Balgooyen. WTien it is completed. 

Mr. Halpern. What is the status of it now ? 

Mr. Balgooyen. It will be finished before the middle of next year. 

Mr. Halpern. It will ? 

Mr. Balgooyen. Yes. 

Mr. Halpern. Now, sir, I have noted that in the past several years 
there have been j)eriodic slowdowns or even freezes on capital invest- 
ments by the United States, both in the Government and private in- 
vestments. I understand one of the reasons for this, of course, has been 
the unstable economic or political climate in some of the Latin Ameri- 
can countries. Do you see the IDB as an instrument, worked as an 
instrument, working to help stabilize Latin economies and thereby 
make U.S. investments more readily available? 

Mr. Balgooyen. I do think that the various types of loans that are 
being made by the Inter-American Development Bank should help. 
We are talking today, of course, about the Social Progress Trust Fund 
whore loans are mostly on the social side. 

Mr. Halpern. Does this fund for the operation of the Bank itself, 
the overall operation, enhance the potential for further U.S. invest- 
ments in Latin America ? 

Mr. Bat^gooyen. I feel it would, and not only for the reasons I gave 
in my prepared statement where I referred to sanitation and educa- 
tion and better roads and highways and improved agricultural pro- 
grams and conditions and so on. I feel that the Inter- American De- 
velopment Banlt has a very strong influence, and I would say a very 
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favorable influence, as far as private enterprise in Latin America is 
concerned. 

I think that all American businessmen and Latin American busi- 
nessmen have an extremely high regard for Felipe Herrera and Gray- 
don Upton in the management of the Bank. They are sound people and 
they Imow what they are doing. 

1 think I should preface this b;^ saving that when the Inter- Ameri- 
can Development Bank was originally proposed, a large segment of 
the business and financial community had very grave reservations 
about it, but I think that the performance of the Bank has convinced 
all of us that the Bank is domg a fine job. 

I have been attending as many of the Inter- American Bank meet- 
ings as I could ever since it was created. I have heard Felipe Herrera 
and other officials of the Bank state their policies and objectives and 
I have never heard anything that I, as a businessman, could not 
subscribe to. I think the fact that you have ministers of finance and 
economy on the Board of the Bank where they see how a banking 
institution operates, to see how loans are made, to see how im^rtant 
it is that payments be made when due on these loans — I think it is an 
excellent thing for the Latin American governments and Latin Ameri- 
can officials to be exposed to this kind of sound business management. 
So. that I think that the influence of the Bank is constructive. 

Mr. Halpern. Thank you, Mr. Chairman. Thank you, Mr. Bal- 
gooyen, thank you. Father McLellan and Mr. Doherty. 

Mr. Eeuss. Mr. Gonzalez? 

Mr. Gonzalez. Thank you, Mr. Chairman. 

I also add mv voice of thanks to the gentlemen who are here 
this morning. About the only criticism I had ever heard of IDBr— ■ 
the other way around — ^is that it stressed too much the economic via- 
bility of a loan and not the idea of self-help, and you gentlemen here 
this morning have certainly made a good case for the other side of 
the picture of the Bank. 

I, for one. am a cosponsor of this bill, so I am in favor of the 
legislation. Actually, I am in favor of the legislation in its present 
form imamended. I think the Bank has done a tremendous job. 

I have one question, but before that I wanted to state that Father 
McLellan has become, of course, world famous and we are deeply 
grateful for the tremendous work that you have done, Father. I think 
your statement here shows that the Bant is a bank with a heart. I have 
heard very much about your work from a colleague of mine from 
Texas, Jim Wright of Fort Worth, who is a great booster of yours, 
and so I do not think any words we can say here this morning could 
properly or sufficiently express the gratitude we feel for the hard 
labor that you have put into this endeavor. 

I wanted to ask Mr. Doherty if he would be kind enough to describe 
the Kennedy housing project in Mexico City — how many families 
live in it, and how it is financed ? 

Mr. Doherty. Of course. The John F. Kennedy housing project 
in Mexico City is not an Inter- American Development Bank financed 
project. This is a rather unique experiment in that the project was 
financed by the AFL-CIO and its affiliated organizations and by the 
Mexican workers themselves. 
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The project is one of the largest in Latin America, houses over 
20,000 people, most of whom, prior to going into this project, lived 
in the slums of Mexico City. 

It is sponsored by the ^aphic arts workers of Mexico City. It's 
total cost is about $14 million, $10 million of which was provided by 
the AFLr-CIO in a 20-year, 51^4 percent loan which was guaranteed 
by the investment guarantee program of the Agency for Interna- 
tional Development. It was the second project that was so guaranteed. 

The people who live in the project are making wages in the neighor- 
hood of from $80 to about $130, $140 a month. The project is directly 
between the main airport and downtown Mexico City, so that the 
Alliance for Progress gets an awful lot of publicity and knowledge 
out of all kinds of people who do see the project. 

What we are happy about is that it is now 3 years old and because 
of the intense interest that the union has taken, because of the 
AILFD's community development efforts — education committees, 
administration committee, sanitation committees, et cetera — groups 
of sociologists and experts who have seen it tell us that the project 
is now more beautiful 3 years after the fact and more well attended, 
providing very, very healthy way of life to these people than when it 
was first built. Frankly we had great fears that 3 years after the 
fact that might not have been the case, because I think you know 
what happens to some of our low-cost housing projects right here in 
the United States. 

So, the project gives us great reason not only to be proud of our 
contribution, but of the Mexican worker and liis contribution, and 
I think it is one more demonstration why the Alliance for Progress, 
despite all the criticism, has been successful. It is not just a very sexy 
thing to talk about a housing pjroject, but these projects multiply 
through Latin America and this is why I think the Alliance is 
winning. 

Mr. Gonzalez. Very much so. In fact, I belong to the Mexico- 
United States Inter-Parliamentary Conference group and was in 
Mexico just a couple months ago and saw the project and saw that it 
had been enhanced and is very popular. In fact it was the subject of 
conversation and that is the reason I thought I would ask for this 
opportunity to hear about it. 

Mr. DoHERTY. I left out one important item. There has not been 
one default on repayment of the loan to AFI^CIO in the past 3 years, 
and I think that is important. 

Mr. Gonzalez. I wanted to stress the fact that the contribution 
is way beyond what has been realized in light of Mexico's very serious 
problems, housing pro'blems in Mexico are enormous. Over 50 percent 
of its housing is inadequate, substandard. 

So, when you constructed this housing project, it is really imder- 
stood why you have no defaults. Also, I think it is attributed to the 
self-help aspirations of the workers on both sides — in Mexico, as 
well as in the United States. It has no implications with the Inter- 
American Development Bank whatsoever. 

Mr. DoHERTY. No, but we have other projects in which the IDB 
is helping us. 
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Mr. Gonzalez. I wanted to ask a question of Mr. Balgooyen. Are 
your member companies providing electricity for rural areas or are 
they concentrated mostly in the urban areas ? 

Mr. Balgooyen. Concentrated mostly in the urban areas, but we 
do provide some electricity to rural areas. I think I should explain 
that whereas my company originally provided electric service m 11 
Latin American countries, because of the trend toward Government 
ownership and the inflation which is very hard for private utility to 
keep up with, we have been selling these properties to the various 
governments, so that at the present time there are only four countries 
m which we are providing electric service where we "haven't made a 
sale to the government of our properties. 

Mr. Gonzalez. I was intensely interested because we constantly 
hear about the late lack of private initiative in the Latin American 
market and the desire to stimulate and seek further involvement of 
private enterprise. 

Mr. Balgooyen. Mr. Gonzalez, I don't know how deeply you want 
me to get into this subject, 'but it is extremely difficult for a private 
utility company in the highly inflationary economies that you have 
in some of these large Latin American countries, to extend its lines 
into rural areas and to do it at a profit, and if you don't make a profit, 
of course you cannot finance it. 

So, the result, practically speaking, is that the governments have 
been doing most of the rural electrical development. 

While I am speaking, if I may, I would like to say that my com- 
pany and many other companies in the Council for Latin Ainerica 
are participating in Mr. Doherty's organization, the American Insti- 
tute for Free Labor Development. Mr. Doherty has spoken at some 
of our meetings, and some of us have spoken at some of his meetinscs, 
so labor and capital cooperate very well in the Latin American field. 

Mr. Gonzalez. Very good. I am delighted that you took time to 
come here and testify in support of this bill. We have heard, in con- 
nection with this, as well as in connection with the Export-Import 
Bank, the charge that private capital, some of this had been sub- 
vertea by the type of activities that the Export-Import Bank and 
the Inter- American Development Bank and similar type institutions 
have been providing and 1 have been wondering about it. It might 
have had some validity a few years ago, but it has none now. 

Mr. Balgooyen. I was somewhat concerned about it when these 
great international and national lending institutions were created 
and I believe that in the beginning, before the guidelines were ^vell 
established, there may have Seen some justification for these theories. 
My company has had a very close relationship with the Export-Import 
Bank through the years, and we could hardly have financed the 
expansion we had to make in our electric power companies in Latin 
America if it hadn't been for the Export-Import Bank assistance 
because they weren't the kind of projects for which you could get 
funds in the private capital markets, on reasonable terms. 

Mr. Gonzalez. Thank you very much, sir. 

Mr. Reuss. Mr. WidnaU ? 

Mr. WiDNALL. Thank you, Mr. Cliairman. I, too, would like to 
welcome the panel before us today. They have been very helpful in 
clearing up a lot of things that are questions in our minds. 
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I know very well the activities of Father Dan ; I've known him for 
quite a few years. I'm pleased to have the opportunity of seeing Mr. 
Balgooyen and Mr. Doherty. 

I would just like to comment to Father Pan. You made a start as 
a cu'b, but you became an Eagle Scout faster than anybody else I 
know. 

I think you are known around Washington as a man they cannot 
say no to, and — at least you have been very successful in your own 
efforts up here, and it is a ^reat tribute to you and the work that you 
have done, both in the credit union movement and also in the savings 
and loan association. 

We just made a short trip down to South America, as you know, 
to visit with the members and guests of the Inter- American Saving 
and Loan Conference and we stopped oflf in Lima, Peru on that trip. 
I saw some low-income housing outside of Lima that was being built 
that averaged, I believe, about $2,000. Is that correct? A downpayment 
of about $200? 

Father McLellan. Yes. 

Mr. WiDNALL. The equity payment could be worked out. It did 
not necessarily have to be in cash. What impressed me so much in going 
through there was the evident pride of ownership that was shown by 
the people the minute we walked into it, which was not shown^ not 
evidenced when they lived in the slum dwellings at all and this is just 
adequate housing; nothing pretentious about it, and notiliing com- 
modious about it. But the way they instantly wanted to paint them 
different colors and utilize the few square feet of yard they have few 
flowers, was certainly a tribute to the people, and, I think, a tribute 
to those who had the courage to stay with the promotion of such n, 
program and I hope it can be followed through, throughout all coun- 
tries of South America. It should be very meaningful. 

We are trying up here, to try to encourage real low income h(Hne- 
ownership as we feel we can work out something in this area which 
has not been worked out before and it, too, can make a great contri- 
bution in the slum areas of this coimtry. I think one of the best proofs 
of what can take place is when you go around Washington and you eo 
into some of the minority sections where you see the homes owned by 
the occupants and the ones that are owned by nonoccupants, right in 
the same block, the contrast between the homes, and essentially they 
are the same tvpe of dwelling. 

I actually feel that the type of testimony that you have given is the 
kind that is going to be most meaningful and beneficial to the com- 
mittee in seeking ultimate approval of the bill. 

So many have felt on the opening day when Secretary Fowler was 
testifying before the committee, that I personally was in oppositiiwi. It 
was not because of lack of belief. I had in mind an amendment to add 
to the bill that I would put in myself. This is what I have been think- 
ing about and I would like to have your own individual reactions to 
it. I discussed them with Secretary Fowler yesterday. The amendment 
reads: 

Provided^ That funds herein authorized are utilized for the purchase of United 
States goods and services to the greatest extent possible and in such a manner 
that said United States exports do not substitute for commercial exports that 
would have been purchased in any event by the country or countries receiving 
the loan assistance for funds authorized under this Act. 
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I am sorry you do not have it in front of you, but I think you get the 
gist of it. Would vou care to comment on that, what it would do to this 
type of program? 

That the funds herein authorized are utilized for the purchase of 
U.S. goods and services to the greatest extent possible and in such a 
manner that said U.S. exports do not substitute for commercial exports 
that would have been purchased in any event by the country or coun- 
tries receiving the loan assistance from funds authorized imder this 
act. 

Father? 

Father McLellan. Congressman, for our purposes in using these 
loans I would be very afraid of the "greatest extent possible". We don't 
import anything now for housing. We used to have to import locks but 
locks are now teing made in Peru — ^good locks. There might be some 
very serious difficmties in housing K>ans. Somebody might say, the 
"greatest extent possible" is to import prefabricated homes from the 
United States. I am a little scared of it, really. 

Mr. WiDNALii. The main trouble was to have these loans substitute 
for what would be ordinarily commercial transactions between two 
coimtries. I think it was touched on a little bit earlier and some ques- 
tions to you, Mr. Balgooyen, and you indicated that some years ago 
there might have been some fears for this type of thing that you 
think was overcome by the operation of the Bank up to now. 

Mr. Balgooyen. I think that remark of mine was in response to 
another question but on this particular point I do have some reserva- 
tions about it. 

In our business in Latin America, where we have sold some of our 
utility properties to the government and in turn have agreed to re- 
invest the funds we get from the government in other types of industry 
in Latin America, and we generally go into a partnership with local 
people, or in some cases, with Europeans or with Americans or 
Canadians, or what have you. And in most cases where we have made 
such investments we are in a minority position, so if one of these com- 
panies in which we have a minority position would have a project 
financed, or partly financed by the Liter- American Development Bank, 
my company might not be m a position to control where that pro- 
curement might be made and it might possibly be in order, from the 
viewpoint of the economics of the operation, to buy the equipment 
someplace other than the United States. There might be a substantial 
saving. 

In a case like that it is pretty hard to justify buying equipment in 
the United States through the local government, particularly if it is 
something that is tied in very closely with the national economy. If it 
is a steel mill or fertilizer plant or public utility, that serves the 
public, the public has to pay for it in the long run by buying the 
product and if the public has to pay more than they otherwise would 
pay it is a little hard to defend to the Argentine or the Mexican or 
Colombia partners why it's being bought in the United States. 

As I said earlier, I believe in tnis in principle. I think the countries 
that supply the funds to the Bank should be the countries from which 
the products that ^o into it, into the industrial project are acquired. 

In other words, if the United States is contributmg 50 percent of 
the funds of the Bank I think an effort, a strong effort should be made 
to see that 50 percent of the cost of a given project is used to buy 
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products from the United States. But I feel a little bit the wav Father 
McLellan does, that there has to be some latitude because it isn't always 
economic to buy goods in the United States, and when you are dealing 
with local partners, the American partner can't always have his way. 

Mr. WiDNALL. Of course, I am very mindful of our existing balance 
of payments problem and really this is why I am giving serious con- 
sideration to the amendment at this time. Certainly right now, Ameri- 
can labor is quite concerned about the purchase of goods overseas 
coming in now and are undermining the sale of American products 
in this country which American labor and American laborers are 
producing. There is a closer and closer scanning of the type of opera- 
tion that we have overseas. 

Have you got any comments that you would like to make on that ? 

Mr. DoHERTY. To the extent that this may be applicable, I men- 
tioned that on Sunday, this coming Sunday, IDB Executive Vice 
President Graydon Upton will be traveling down to Honduras, and 
there will be a $2.27 million agreement signed for a housing project 
in Honduras. In that agreement there is a clause which we are happy 
with which says that any materials that must be used in the building 
of the project, and there will be some material imported because Hon- 
duras IS a developing nation, and it does not have all the hardware 
necessary, however, some must be bought locally — ^that is in Hon- 
duras — or in the United States. We are very happy with that lan- 
guage in the loan contract and so are the Honduran workers. 

We feel that to the extent possible it protects the U.S. balance of 
payments situation as far as that loan is concerned. 

Mr. WmNALL. That is all, thank you very much. 

Mr. Reuss. Mr. Hanna ? 

Mr. Hanna. Thank you, Mr. Chairman. 

I, too, want to join in commending these witnesses, and I very 
warmly recall the fine hospitality Father McLellan has extended. I've 
always been very much impressed by your work. Father Dan. I would 
sa^, judging from the success you have had here in Washington and 
officials here and the remarkable way you have conducted yourself 
amongst the politicians of Peru, if anything should ever happen that 
you need a place, I would like to have you in my campaign, with one 
stipulation that you bring some of that excellent staff that you have. 

I would like to ask you one question, Father. 

I am interested in this problem of maintenance of value for de- 
positors in your institution in South America. What is your experi- 
ence with the maintenance of value ? 

Father McLellan. Fortunately Peru is and has been in a stable 
exchange rate now for about 6 or 7 years. In Peru we have been study- 
ing these readjustment mechanisms they have in Chile and other 
places. We feel it is something like having your appendix taken out 
when you do not need it taken out. It is like practicing a parachute 
jump. You don't practice it. You have to do it right the first time. 

We have opted to do this. At the beginning of the savings and 
loan movement we could charge up to 12 j^ercent interest a year. Now, 
that was very low, very, very low for the going rates at that time. At 
the present we charge 9 percent. As we drop the interest rate we drop 
the interest rate on our whole portfolio. The people are still paying 
a monthly payment which is figured at 12 percent. But now this extra 
3 percent goes into amortizing the loan ahead of time. If inflation 



Digitized by 



Google 



INTER- AMERICAN DEVELOPMENT BANK ACT AMENDMENTS 79 

comes to us it is first going to hit our current operations where it is 
not enough to keep up with expenditures. We have a 3-percent cushion 
built in now where we can raise the interest rate to the people without 
raising their monthly payments. 

Mr. Hanna. Is it in the mortgage contract that you cannot change 
the interest rates, is that right ? 

Father McLellan. Yes. We have also in the Inter- American Devel- 
opment Bank loans, the money comes to us at 2 percent, but the con- 
tract says that we have to have 4 percent in reserve for the exchange 
risk and we now have about $150,000 in reserve in dollars to cover 
the exchange risk. We are trying to build something there that the 
people will own. This is extremely necessary. 

I just came back from Vietnam. It is very necessary to have the peo- 
ple feel that they are participating in the building of their own coun- 
try. You don't do that with a big centralized project. I thmk the first 
development question that should be asked of any country, is not can 
the government do it, but can the citizens do it? If we do that we will 
have a people who will be moving forward with their country, with 
their government, building a nation, strengthening their nation, proud 
of it and they will not he satisfied with acceptable mediocrity, but 
they will be striving for excellence. 

Mr. Hanna. I very much appreciate your making this statement, 
Father Dan, because it has also been my observation that what we 
need to do is to cultivate this sense of equity in the people's minds. 
Even when one does not own the whole show, the fact that you are 
building equity leads to the maintenance which is very important and 
this is something we missed in many of the housing projects. 

Your statement about the Kenned jr project — this brings this out. 
This idea of equity and maintenance is a kind of new idea and I do 
not think we realize the value of it ourselves, and this is something 
that we can sell and I think that is in part what you are saying, and 
I agree with you, this is what we do, when they get the sense of equity 
and maintain what they have and now you've got people who are on 
the move. 

One other thing. I was interested in the gentleman from New Jersey's 
amendment. But I am just wondering this, I agree with the general aim 
of the gentleman, but I noticed in one of the proposed resolutions of 
the Bank, and this ties in with some of the testimony yesterday — to 
request the Board of Executive Directors to study new measures 
tending to an increase in the contribution of the resources to the Bank 
by countries which presently are not members and in the light of 
experience an interest expressed in inquiries which it deems pertinent, 
furthermore it was requested that the Board of Executive Directors 
put into effect measures and mechanisms which it may consider appro- 
priate or that it presents proposals to the same amendments to the 
Board of Governors. 

In regard to this resolution I am wondering if it would not be less 
dangerous if we put into our report language which encourages the 
Board of Directors to move in this way, plus one other thing, Mr. Chair- 
man. Perhaps hoping to get the message to the Latin American coun- 
tries themselves, that if perhaps there is more spinoff in terms of their 
general trade with the United States, that tins would lay the ground- 
Avork to encourage other countries to join us in making more resources 
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available through the IDB because they could see where the benefit 
derives. What would you think about that in terms of an approach i 

I would like to have your comments, the comments of you gentlemeiL 

Mr. Balgooyen. It is related to something I said before. I think 
that it is highly desirable that the Western European countries and 
Japan bear a larger part of the burden in financing the Inter- American 
Development Bank than they have heretofore. As we know, some 
countries, such as Canada and Spain, for example, and Italy have made 
some contributions to the funds of the Bank. Some other Western 
European countries have not. If they expect to participate in some of 
the business that results from the loans that are made for Latin Amer- 
ican projects, why, certainly, it is only fair to suggest to them that they 
had better provide some of the funds. So, I am very much in favor 
of it. 

Mr. DoHERTY. Well, it is somewhat disturbing to us to note that 
not only the Inter- American Development Bank in its programs in 
Latin America, but the Agency for International Development and its 
programs, make capital available to Latin America in such a way that, 
to some extent^ our balance-of-payments problems are disturbed, be- 
cause this capital frees other resources in these countries, allowing 
purchases to be made in noncontributing nations. We don't view that 
with a great degree of joj. But nothing in this world is painless and 
these programs must continue. 

We are happy to note that President Herrera, the distinguished 
leader of the Bank and many of the other spokesmen for the Bank 
did say at the recently concluded eighth meeting of the Boiird of 
Governors of the Bank, that they were going to make every effort to 
try to encourage Western Europe to invest, not only in the Dond pro- 
gram, but in the other capital resource programs of the Bank. 

There were some rather ominous overtones to some of the speeches 
that were made in terms of discouraging Lation American nations to 
purchase in the noncontributing nations. We hope that the Latin 
American peoples will bear in mind that credits should be extended 
from Western Europe to them. 

Mr. Hanna. My question would then be, do you not think it would 
be better for us to put a statement of encouragement of this direction 
that seems to be already underway, than to try to put language in that 
might embarrass us. as I think each one of you gentlemen saw there 
could be some proolems. Am I right in that, as far as you are 
concerned? 

Mr. DoHERTT. We note that the Secretary of the Treasury, in his 
statement said that the U.S. contribution would, of course, be subject 
to appropriate safeguards and we are happy with that lai^age. We 
are happy with the administrative regulations that the Bank itself 
has already adopted and has in motion with regard to protecting this 
balance-of-payments situation. 

Father McLellan. This is the only argument I can give to the 

eeople. For instance, last j^ear we made a loan — we used the Central 
redit Union, Inter- American Bank money as a catalyst loan. We 
made a loan to the people for tractors. They wanted to buy a tractor 
from England. It was cheaper, it was more available and I used that 
argument, saying, look, when they put up some dough then we can 
do it. But why take our money and help someone else? I don't know 
how you could phrase it so you wouldn't get everybody mad at us, but 
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I think the more money we get from these other countries to help us 
finance things in South America, the more money stays home and the 
more money we can use for other things. 

Mr. Hanna. Thank you, Mr. Chairman. 

Mr. Beuss. Mr. Stanton? 

Mr, Stanton. Thank you, Mr. Chairman. Welcome, gentlemen. 

Father, your reputation is well deserved and weU-founded and 
highly respected. I was just going through here and I noticed the total 
amount of funds as far as I could see m the Social Progress Trust 
Fund and the Fund for Special Operations, the Bank has given to 
Peru something over $80 million. You said you have been the recipient 
of $3 million. 

Father McLellan. $3,200,000. 

Mr. Stanton. It seems like a small percentage in comparison to the 
whole. 

Do you think that the Government of Peru would be in a position 
to finance you if there was not an Alliance for Progress ? 

Father McLeijlan. I would say no. They may be in a position to 
finance me but the point is we wouldn't be able ta get the financing. 
The reason for the difference in this is that I keep finmng and insisting 
upon direct help to people's organizations. Most of the money hjas been 
going to Government organizations in Peru. We are on a revolution 
now. There is a revolution going on. But a revolution.cannot be carried 
on by a government. If you have a revolution just by a government, 
you have a change in the name and power and you have no change in 
social or politicd structure. The revolution that we are trying to get, 
a bloodless revolution, is the revolution of the people with their gov- 
ernment. We are trying to again, do it ourselves and not go to the 
Peruvian Government for help. The Housing Bank of Peru could 
never have gotten off the pad unless they had received a $7.5 million 
loan from the old DLF. 

I would say that I hope the Inter- American Bank will make more 
loans to peoples, private peoples' organizatins. I do recognize thait this 
is just as difficult as making loans to good governmental institutions. 
Much of the work of the Inter- American Development Bank has been 
building institutions — ^government institutions and, thank God, help- 
ig the i)eople to build their own institutions. 

Mr. Stanton. I was interested further in your remarks to Mr. 
Hanna. What intri^es me is that this does free money to the par- 
ticular South American countries which then allows them to go into 
markets which will affect eventually our balance of paymente. I do 
not know what the answer to that is. I do not know if we can do any- 
thing particularly about it. But it sure would be nice if we could. This 
idea of hurting people — and what we've got to remember, I am sure 
you do, is that this money really does come from the taxpayers in all 
of our districts. They are the people to keep in mind rather than the 
people who receive it. The difficulty in asking for an increase in funds 
at this particular time, is the question of whether or not we can afford 
it. 

Father McLellan. I just wonder, Congressman, how. In Peru, for 
instance, part of our policy is to push industrialization. I have always 
figured that we needed a market, a national market for our own indus- 
tries first, because I don't know what we can produce in Peru that 
would reaUy compete with U.S. exports. 
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Mr. Stanton. I do not think we should do that. We should go down 
there knowing that these human beings need help and want to get on 
their own two feet and get out, and if they compete maybe we will 
all be better off. The question at this particular time, because of the 
balance of payments, of these countries going other places, going to 
France — I thmk they should come to us rather than to France to 
help our workers. It is a selfish motive, but on the other hand weVe 
got to protect our own workers. It's their money. 

Father MoLeij:/An. I think we ought to compete a little more. 
Some American companies down there sure don't give us service. 

Mr. Reuss. Mr. Rees? 

Mr. Rees. Mr. Doherty, I visit Mexico City quite often cm. bosi- 
ness. The taxi driver who took me from the airport never told me that 
the Kennedy project was sponsored by the AFLr-CIO. I want to con- 
gratulate you. 

The AFL-CIO was sponsoring projects where people can own their 
own homes and it tends to be the private bankers who keep lending 
money to build public housing. I tnink we've got a turnaround here. 

I would like to ask you, what experience have you had in the savings 
and loan association you sponsored in northern Peru ? 

Mr. Doherty. What experience have we had there? In Peru our 
savings and loan was an AID-financed project. Our problem was 
similar to Father McLellan's. We have found that workers, while 
they weren't making a lot of money, were capable of saving a bit of 
their money and if only given a start could own their own homes 
rather than pay the exorbitant rents they were paying in the slum 
dwellings. We decided in Peru it would be better to build an institu- 
tion which we could eventually withdraw from and which would con- 
tinue over the years to give the workers a wherewithal to build their 
own homes. 

So, we started the saving and loans, too, and it is a completely 

Erivate organization. It has 11 members on the board and all 11 mem- 
Brs come from the Peruvian labor movement. We have given the 
technical assistance by providing a former president of the National 
Mortgage Bank of Cuba, Mr. Ignacio Mendoza, as the manager for 
the first few years. That bank started with just a handful of savers 
on July 4, 1964. The President sent a message and we opened the doors.- 
Although we received a $1 million loan from the AID we financed 
the first year's operations — 200 houses — on savings alone. It, howevei", 
has over 9,000 savers now, and in 2-plus years of operations has built 
about 700 homes for workers which they own themselves and for which 
they are amortizing the loans, paying less percentage of their in- 
come for this purpose than they were paying to live in these slum 
dwellings. ; 

We think it is fantastically successful. We are not asking for any 
additional capital resources from the United States to go into that 
institution because we have now built an institution which is self- 
financed and is repaying its loan to the United States and to the 
Agency for International Development. We think, frankly, that what- 
ever balance-of -payments problems might have been suffered origi- 
nally in this loan, have long since been answered by the tremendous 
benefits that the social revolution in Peru has undergone as a result, 
again, of the workers, not the government, but the workers in a private 
sector endeavoring to be able to help themselves. We are very oncour- 
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aged with this type of activity and that is why we support the legis- 
lation now before this committee. 

We think the Inter- American Development Bank should be in 
a position to make similar type loans in other countries of Latin 
America. 

Mr. Rees. Concerning the amendment that might be proposed 
for this bill in regards "Buy American," do you think this might 
cause some resentment in terms of the Latin American members of 
the Bank? 

Mr. DoHERTY. From what we understand, Mr. Congressman, it 
already has. 

Mr. Rees. This proposal ? 

Mr. DoHERTY. The "Buy American." The "Buy American" amend- 
ment we put on aid programs in Latin America are unpopular with 
the Latin Americans and I think that is why there is so much debate 
about this particular thing going on now. But I do think, however, 
that Latin American government representatives, labor leaders, and 
business representatives appreciate that the United States of America 
has international responsibilities in the defense of democracy, par- 
ticularly now with Vietnam taking so much in resources, in both human 
and financial, that they realize that if we are to be able to continue 
supporting these very, very worthwhile programs under the Alliance 
for Progress, they themselves are going to have to help us. We are just 
not accustomed to asking for help in other areas of the world. The 
Western Europeans are going to have to help us if we are going to 
continue this very, very worthwhile economic, social, and political 
development activity in Latin America. 

Mr.REBS. Thank you. 

Father McLellan, your loans now run 9 percent. Is that the usual 
rate now in Peru, or are they mostly higher ? 

Father MoLellan. Mostly higher. 

Mr. Rees. What do you pay your passbook holders ? 

Father McLellan. We pay 6, 7, and 9 percent. We have to pay 
up to 9 percent for savings now because somebody down there found 
out about certificates of deposit. They want up to 9 percent to get a lot 
of money quickly for public housing and I don't know how we will 
ever get it down. We pay 6, 7, and 9 percent. 

Mr. Rees. What is the prime rate in Peru ? 

Father McLellan. Commercial loans from a bank, 14 percent, plus 
charges. 
- Mr. Rees. Fourteen ? 

Father McLellan. Fourteen percent, plus charges, and everything 
comes up about to 18 percent, if you can get one. Most people have to 
go to a finance company and pay maybe 25, 28 percent and the finance 
company discounts the paper at the banks the next day. 

JVfr. Rees. That would be consumer finance for such items as automo- 
biles and washing machines ? 

Father McLellan. No; this would be to the small businessman 
who needed some money. 

Mr. Rees. One more question. What is your required downpayment 
on homes ? 

Father McLellan. We go down as far as 10 percent. In other words, 
we give a 90-percent mortgage loan now. We usually give an 80-percent 
mortgage loan, 90-percent mortgage loans when there is a specific 
need. 



Digitized by 



Google 



84 INTER-AMERICAN DEVELOPMENT BANK ACT AMENDMENTS 



Mr. Eees. What are your defaults? 

Father McLellan. Our last delinquency report at the end of March, 
2.58 percent of delinquency. We have had two difficult loans in the 
savings and loan out of 4,752 houses that we have financed. Those two 
difficult loans were one to an engineer and another to a lawyer. 

Incidentally, I was at an International Congress and one of our 
almost bad loans was giving a talk as an expert on delinquency. 

Mr. Kees. Thank you very much. 

Mr. Eeuss. Mr. IVCze? 

Mr. MizE. This is a delightful morning and an excellent panel. 

Mr. Balgooyen, in the past when some of your associates' properties 
were nationalized, were they ultimately paid for ? 

Mr. Balgooyen. They haven't been completely paid for yet because 
in every case where we sold some of our properties to the government, 
the payment is over an extended period of years and the payments 
have been made up to now as they come due. So, none of the countries 
are in default. An exception is what happened to us in Cuba where 
the big investment we had was taken by Mr. Castro and his Comiau- 
nist regime and we didn't get a cent. But that was different. I think 
what you are interested in is where, by mutual agreement, we sold 
these properties to the government. The governments have complied 
with their obligations. 

Mr. MizE. Father, do you feel that what you are doing tends to 
encourage local banks and lending institutions down there to expand 
their lending activities? Are you kind of leading them in this field? 

Father McLellan. We will ultimately come to that like it did here 
in the United States of America— about 30 or 40 years ago very few 
of us could go to a bank to get a loan to buy an automobile unless you 
had a Rolls Royce to put down as security. As time comes on the com- 
mercial banks will see that the man in the street is a good risk, they 
will pay and they will move in for business. 

Mr. Mize. I think the Annual Statement of Condition of the Mu- 
tual el Pueblo should be put in the record. I ask unanimous consent 

Mr. Reuss. Without objection, so ordered. 

(The document referred to follows:) ' . 

The People Savings <fe Loan Association 6th annual statement of condition, Dec, Si, 

1966 

[In U.S. dollars] 



Dec. 31, 1966 



Deo.|Bf,^1966 



ASSETS 

Mortgt^e loans. _ 

Home Improvement loans 

Real estate owned (land for office building) 

Office equipment, materials, installations 

other assets - 

Cash in banks 

Total resources. — 

LIABILITIES 

Saving accounts 

Advances Banco de la Vivienda del Porti 

Advances Banco Interamericano de Desarrollo 

Mortgage loans in process. 

Other liabilities... 

General reserves.. 

Specific reserves 

Total liabilities 



1^640,868 

336,466 

66,648 

66,780 

160.639 

2,706,688 



7,564^149 
2H48B 



29,666 

81^816 

1,809^726 



13.064,979 



.9,811,214 



10,808,063 
1, 146, 189 
916,341 
641.436 
3,664 
311, 661 
127,646 



7,173,308 
980^969 
926,346 
428^936 

16.486 
186,644 

94,548 



13,964,979 



9,811,214 
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Member of : Peruvian Savings and Loan System ; Peruvian Savings and Loan 
lieague; International Union of Building Societies and Savings Associations; 
supervised by Banco de Vivienda del Peru. 

ONLY MUTUAL "EL PUEBLO" INSUBES THE LIVES OP THEIB SAVEBS 

As an added protection for your family your association "El Pueblo" has 
insured since November 1, 1965, the lives of all our savers for the insurable 
balance of their savings account up to $2,000. This additional security for your 
family costs you nothing "El Pueblo" pays the entire insurance premium. 

Insurance on the lives of our borrowers. "El Pueblo" was the first savings and 
loan in Peru (Oct 1, 1965) to insure the lives of borrowers for their outstanding 
debt to the association. This type of Insurance since January 1967 is now obliga- 
tory in Peru. But only in mutual "El Pueblo" does the association share with its 
borrower the payment of the insurance premium. In mutual "El Pueblo" this 
insurance costs you 50 percent less than anywhere else. 

BOABD OF DIBEOTOBS 

Father Dan Mc Lellan M. M., priest of the American Maryknoll Fathers. Presi- 
dent and founder of the People's Savings & Loan. Honorary life president of 
Peruvian Credit Union League. Vice president and member of executive commit- 
tee of International Union of Building Societies and Savings Associations. 

Augusto Dammert Leon, first vice president of the People's Savings & Loan. 
Mayor of San Isidro, Lima. Diplomat, professor in the Social Service School of 
the Catholic University, Lima. Founding member of Popular Christian Party. 

Luis Paredes Stagnaro, director Peruvian Mining Bank. President of execu- 
tive conunittee of Peru Invest 

Jorge Grieve Madge, former Cabinet Minister of Public Works. Director, Na- 
tional Bank of Peru. Former member of Inter-American Planning Board. 

Juan Pardo Heeren, former Cabinet Minister of Finance. Financier-business- 
man. 

Cesar OarriHo Salinas, attorney. Professor of labor law in the Catholic Univer- 
sity Lima and the University of Lima. National chairman of the Christian 
Democrat Party. 

Eduardo Orrego Villacorta, architect. Member of Congress representing Lima. 
Founding member of Acci^n Popular Party, 

Alfonso Lopez Jauregui, manager of the Industrial Bank of Peru. 

Leonardo Paredes Olmedo, labor leader, OflBcer of Peruvian Credit Union 
League. 

J. Manuel Velasco Silva, retired official Peruvian Customs Agency. 

Gulllermo Angeles Garcia, assistant, manager. Former manager, Peruvian 
Credit UnioA League. 

Mr. MizE. Mr. Doherty, the AFL-CIO is an international group, 
is thatt correct? 

Mr. DoHERTT. International only in the sense that some of our 
affiliated unions have affiliated organizations such as local unions in 
Canada, Also international in the sense that the AFL-CIO is affiliated 
with the International Confederation of Free Trade Unions, which 
is a worldwide body. But as such^ it is a U.S. institution. 

Mr. MizE. Now, the housing projects that the AFL-CIO is financ- 
ing and promoting down in Latin America, they are for low-income 
working people. Are they only union people who you sell these homes 
to? 

Mr. Doherty. In most instances they are, but not in every instance, 
however. In our project in Mexico City where there are 3,100 families, 
I would saj about 80 percent of them are union people, 10 percent 
are professional people, lawyers, doctors, the type of people that you 
have to have in a project. We wouldn't want the people from the 
same union living together in one housing project because if they 
work together all day long it is not sociologically good that they live 
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together all evening long, too. So, we try to encourage to the extent 
possible, a sociological mix — we try to have teachers, dentists, doctors, 
as well as union members in the project. But all of our projects are 
sponsored by local unions. 

Mr. MiZE. Thank you very much. 

Mr. Eeuss. Thank you, Mr. Mize. 

I have just one further question which I would put to you, Mr. 
Balgooyen. 

On the proposed amendment that we have been discussing, I am 
concerned by the possible untoward effect of the language of the 
amendment which says : 

Provided, That funds herein authorized are utilized for the purchase of United 
States goods and services to the greatest extent possible and in such a manner 
that said United States exports do not substitute for commercial exports that 
would have been purchased in any event by the country or countries receiving 
the loan assistance for funds authorized under this Act. 

Now, that sounds perfectly fine, but in practice- 



Mr. Balgooyen. It would be very difficult to administer. 

Mr. Reuss. Would it not fracture the Inter- American Development 
Bank? Let me give you my fear on it, to see whether I am imagining 
bogeymen — and I do not think I am. In fact, the whole reason for 
the Alliance for Progress and the Inter-American Development Bank 
is that, by and large, the countries of Latin America cannot generate 
enough foreign exchange by their exports to do the kind of social 
and industrial and agricultural development we feel is necessary. 

Now, let us suppose that this language I have just read somehow 
got into legislation. Let us take a most worthy type of project; for 
example, the road in Peru to open up wilderness lands so that more 
people can go into farming and raise more badly needed food. Let 
us suppose that to build the road American bulldozers are needed, as 
they surely would be. And let us suppose the Inter- American Devel- 
opment Bank programs that loan and arranges for the procurement 
of an American bulldozer from Caterpillar, Bucyrus-Erie or whoever. 
Am I imagining something — and I do not think I am — when I say if 
that language became part of the act then a U.S. official somehow 
or other, to enforce that language, would have to go throuffh the 
Inter- American Development Bank and go perhaps to the Minister 
of Economics or the Minister of Trade in Peru and say, "Now, 
look, would Peru have purchased this bulldozer from the United States 
in any event if there had been no Inter- American Development Bank 
loan?" I think that the Minister of Economics for Peru, being an 
honest man would have had to say, "Well, Mr. Administrator, I 
cannot make an affidavit that we would not have purchased it. We 
need that bulldozer very badly. We might very well put import con- 
trols on something else so that we could have purchased that bulldozer 
or we might, without putting on any import controls, simply have 
drawn down our foreign exchange reserves a little more, to a more 
dangerous level. We needed that bulldozer awfully badly, and hence 
I am not in a position to make an affidavit that we would not have 
purchased that as a commercial export, though I surely could make 
an affidavit that we are awfully short on foreign exchange, and we 
need general Inter-American Development Bank help." 

Would that not be what an honest Peruvian official would have to 
say, and would that not mean that under this language the loan is 
therefore kaput and you might as well fold up ? 
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-Mr. Balgooyen. This language did trouble ixife for the reason I 
inentiohed. It is hard to prove what would happen "if." It is hard t<f 
say that the road would not have been built in any event if the loan 
had not been granted by the lADB. It might have been granted by 
the World Bank or the Export-Import Bank. The^ might have been 
able to finance it out of their own resources in which case, of course, 
they probably would have needed American bulldozers, because they 
are competitive, certainly, in Peru. There are plenty operating there. 
So, I don't know how you would administer it. 

Another thing that troubles me, in line with the remark made by 
Father McLellan earlier, when the Social Progress Trust Fund is 
used for housing or for roads and so on, a very substantial amount of 
tlie proceeds of these funds are converted into local currencies and 
used for local procurement and in some cases they may even be used 
for procurement from a neighboring country ; but they certainly pro- 
mote some of the things that the Alliance for Progress stands for; 
namely, economic integration, and development or local industry. 
Moreover, and there may be some inconsistency between the amend- 
ment and the objective of the U.S. Government, as expressed by 
President Johnson at the recent Punta del Este Conference, that the 
United States is willing to devote additional funds to promote Latin 
AmM'ican economic integration and all that that implies. 

Now, in other words, what I am saying is, that if there is a project 
in Peru and they can use some equipment that comes from Mexico and 
doesn't cost them any more than it does from the United States, isn't 
it equally to the advantage of the United States that they would buy 
it from Mexico, particularly in view of the fact that we intend to put 
in $300 million a year, if President Johnson can get it out of Congress, 
in addition to what we are already putting into Latin America, to 
promote this very thing, to promote economic integration. 

The other point is, when j^ou look at the statistics, most of these 
dollars come back to the United States anyway because the United 
States is far and away the greatest supplier of Latin American imports, 
supplying more than twice what any competing country does. So, if the 
funds were loaned to Latin American countries for some of these 
projects and they are converted into local currency and the dollars 
^o to the central bank, eventually they are going to be used, and nine 
times out of 10 for the purchase of equipment in the United States 
anyway. 

Mr. Reuss. Thank you. Father, do you want to speak to that ? 

Father McLellan. I would like to make — to explain what is hap- 
pening now. 

I am afraid of the language, like I said. Congressman, because right 
now I have $88,000 of credit in letters of credit where I authorize the 
First National City Bank to handle them for me. I have to go back 
down to Peru and I have to sell it to some importer from Peru, those 
$88,000 of letters of credit. This importer from Peru presents these 
bills of lading and everything like that up here to the Inter- American 
Bank to pay for imports from the United States. I am worried about 
the language — was this fellow going to import these goods anyway ? 
I would have to find somebody down there that wasn't going to import 
anything from the United States and talk him into importing some- 
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thing from the United States or I might not be able to use the loan. 
I am afraid of the language. 

Mr. Beuss. Thank you very much. 

Mr.Widnall? 

Mr. WiDNALL. I just would be interested in following up on the 
statement in connection with the tractor. Was the tractor company in 
England a subsidiary of an American company ? 

Father MoLellan. I believe it was, Fordson Tractors. But they 
were manufactured in England and there was a similar tractor man- 
ufactured in the United States. 

Mr. WiDNALL. This is an interesting development. I notice in connec- 
tion with our competition, that the competition that comes from other 
countries, a lot of it comes from overseas additions to American 
companies. 

That is all. Thank you. 

Mr.REUSs. Any other questions ? 

We are grateful to you, Mr. Doherty, Father McLellan, and Mr. 
Balgooyen, for your excellent labor-management syniposium here this 
morning. Thank you so much. 

Without objection I would like to put into the record statements 
which are beii^ received on the legislation from the Cooperative 
League of the United States, from Miss Virginia Prewett of Hemi- 
sphere Hotline^ from the U.S. Chamber of Commerce, froni the 
Friends Committee on National Legislation, the League of Wom^i 
Voters, David Eockefeller of the Chase Manhattan BsUik, and the 
Foundation for Cooperative Housing. 

Without objection, those will be received. 

(The documents referred to follow:) 

The Cooperative League of the USA, 

May 2, im. 
Hon. Weight Patman, Chairman^ 
House Banking and Currency Committee f 
U,8. House of Representatives, Washington^ D,C, 

Deab Chairman Patman: I have learned with interest that your Booking 
and Currency Committee wiU be exiamining soon the merits of the bill to amend 
the Inter-American Development Bank Act in a way that would allow the tJoited 
States to participate in the eflCort to increase resources of the Bank's Fund for 
Special Operations. 

Consistently over the years the biennial Congresses of the Cooperative League 
of the USA have supported in formal resolutions, and through their approval 
of the League's own participation in our foreign aid program, the objectives of 
this legislation. The multi-lateral approach of the Bank in its aid operattons 
is especially appealing, and the new legislation being proposed calls for increased 
multilateral financing as well. We believe it to be a healthy tendency that $300 
million of the contemplated new resources will be coming from our Latin 
American neighbors. 

Involvement is the key to interest and support, and this degree of involvement 
is assurance of new vitality and concern for what the Inter- American Develop- 
ment Bank is undertaking to do. This sum represents a decided increase for the 
Latin world over its last contributions, both in absolute terms and relative to 
the support which the United States gives to the Bank. 

The League has commended the President, the Agency for International De- 
velopment, and the instrumentalities (such as the Inter- American Development 
Bank) through which our country implements its purpose of helping with the 
economic development of countries included in the Alliance for Progress. 
Naturally any step to increase the capital available to make the Bank's program 
more effective has the support of the Cooperative League. 
Sincerely yours, 

Shelby Edw. Southabd. 
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Intkb-Amebican Dbvelopment Bank Is Pbovino Pionbeb in Spubbing Inte»- 

Amebican Development 

(By Virginia Prewett) 

VTASHINGTON, D.C.— The Inter-American Development Bank, which is this 
week the subject of hearings before the House Banking and Currency Com- 
mittee, is proving a most useful and effective instrument for mobilizing Latin 
American self-development As "self-help", this today looms large in U.S. policy. 

Here is proof : 

Before the bank was created, it was taking about five dollars of international 
capital to mobilize one dollar in Latin American capital. Today, two dollars of 
IDB capital mobilizes $3 of Latin American capital — a radical change. Of $5 bil- 
lion the bank has mobilized for projects, only $2 billion is bank-supplied. 

Since the Latin American nations participate proportionally and supply by far 
the greater number of IDB staff, it is a superb Instrument for pioneering changes 
that it might prove difllcult for any non-multilateral agency to put over. 

The Bank is also proving again the high capacity of the U.S. and the Latin 
American countries, in spite of differences in size and wealth, to work together 
constructively. The U.S. by no means carries the day in IDB councils. But the U.S. 
voice is appropriately heard and respected. There has never appeared the slightest 
tendency of the Latin Americans to gang up on the U.S. 

Two areas in which the IDB has been quietly pioneering are today of intense 
interest to the U.S. people. The first is the development of Latin America's 
agriculture. 

Since its founding in 1961, the IDB has devoted a third of its total resources 
to strengthening and developing Latin America's farm sector. A recent survey 
shows that it has been the source of more than 50% of all the International 
financing done for Latin America since its founding. 

The ratio is increasing and the bank has the experience and the organization 
to increase it still further. A limiting factor is the shrinking capability of the 
Latin American countries to pay the commercial-type interest on "hard" loans. 
The IDB needs more funds from the U.S. for use in lending cheaper money for 
long periods, in order to spur Latin America's agriculture. 

The IDB has also pioneered in getting European and non-member countries 
to lend money for Latin American development. Its latest project in this direction 
is a strong hint that if more European nations do not come more strongly into 
the picture, the IDB loans may after this year be tied to Latin American's pur- 
chases from those countries that are helping. 

This move amply illustrates the value of the bank. Such a policy cannot be 
deeply resented in Latin America if originated and implemented by the regional 
banking institution in which they have such a strong voice. 



Chamber or Commebgb or the United States, 

May 11, 1967. 
Hon. Wbioht Patman, 

Chairman, House Banhinff and Currency Committee, 
U.8. House of Representatives, 
Washinffton, B.C. 

Deab Mb. Patman : The provisions of H.R. 9547 for continued United States 
participation in the Inter-American Development Bank were not known in Feb- 
ruary when the National Chamber's Foreign Assistance Task Force and Interna- 
tional Committee reviewed foreign assistance programs. Therefore, the National 
Chamber has no position at this time on the request for a three-year U.S. sub- 
scription of $900 million, which our Foreign Assistance Task Force will consider 
at its next meeting. 

Multilateral development financing and technical assistance should be empha- 
sized as an essential instrument of United States foreign policy. We are encour- 
aged that efforts are being made by the IDB to make burden-sharing a reality 
in the scaling of contributions. The pledge of Latin American members of the 
IDB to increase their contributions from $50 to $100 million a year for a three- 
year installment period as a commendable step. So soo, are provisions for freer 
local cost financing in foreign currencies which will minimize the balance-of- 
paymepts cost to theU.S. 
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The National Chamber urges your Committee to encourage the U.S. GoYevnox 
of the IDE to support regional development programs that place stronger em- 
phasis on the use of private resources in economic development. We are in accord 
with the President's emphasis in his Latin Anierican message on increased trade, 
agricultural productivity and self-help. The Chamber's view is that the North 
American business community can and should fulfill an increasing role In pro- 
viding commercial, technical and entrepreneurial support for hemispheric eco- 
nomic and social progress. We hope and believe that emphasis on this role will 
ultimately reduce the need for public funds. 

I would appreciate your including this letter in the record of the present 
hearings on H.R. 9547 to provide for continued United States participation in 
the Inter-American Development Bank. 
Cordially, 

Dow A. GooDAix. 



Friends Committee ox National Legislation, 

Washingtan, B.C., May 9, 1967. 
Representative Henry S. Reuss, 

Chairman^ International Finance Suhcommittee, House Banking and Currency 
Committee, House Office Building, Washington, B.C. 

Dear Mr. Reuss : The Friends Committee on National Legislation warmly sup^ 
ports early enactment of H.R. 9547, which would authorize $900 millicm of addi- 
tional contributions to the Fund for Special Operations of the Inter*American 
Development Bank over the next three years. Our organization i* convinced that 
such multilateral, low-interest rate development agencies constitute the world's 
best hope and the most effective technique for accelerating the development procete 
in the poorer nations. We would be happy to see the U.S. contribution to- the 
lADB increased still more in view of the growing gap between the United States 
and the nations of Latin America. According to figures published by the Ageticy 
for International Development, GNP per capita of the United States in constant 
prices was $3,648 in 1966 and $394 for the 18 Latin American Republics. The 
economic growth rate for the United States for 1966 was 4.2 percent. It was 1.1 
percent for the Latin American Republics. 

However, we are uneasy over the increasing tendency to tie U.S. contributions 
to U.S. procurement because of balance of payments diflaculties. We note that 
Secretary Fowler told this subcommittee on May 3 that because of such restric- 
tions an estimated 90 percent of U.S. contributions to the FSO will retucn to 
this country, and that the Banls itself is even prepared to "limit the use of dollar 
for local costs — except for agriculture and education — to the levels achieved 
on the average in 1966." ' 

We are uneasy over this restriction for several reasons. It sets a bad prect^ent 
for other donors. It tends to handicap and unduly complicate the effective 
functioning of international agencies; it drives up the costs of development for 
the Latin countries and constitutes an added diflSculty for nations who are al- 
ready suffering from a "widening gap," and an inability to enter into industrial 
markets because of the high tariff rates charged by the developed nation^. 

In addition to its adverse effects on Latin America, we wonder if such a re; 
striction can accomplish its stated purpose of easing the balance of pa:^biehts 
problem. According to the "Special Analyses Budget of the United States, Fiscal 
Year 1968," U.S. payments difliculties stem in large part fram the war and O-ther 
military expenditures ; the Department of Defense alone is expected to have a 
$2.7 billion deficit in its oversea transactions in fiscal 1968, whereas AID and 
the Treasury Department will run a combined deficit of only $658 million. In 
fact, one "aid" agency, the Export-Import Bank, is expected to receive some $1 
billion in interest and loan repayments from abroad. 

Because of such statistics, we would urge this subcommittee to review and 
reevaluate the "tied loan" concept in the light of (1) its effect on political 
relationships with the developing world, (2) its effect on economic development 
in Latin America and other areas, and (3) its real effect on the balance <rf 
payments. We would hope this subcommittee would also exi^ore alternate ways 
of coping with balance of payments difficulties. 

We would appreciate your including this letter in the printed record of the 
hearings. 

Sincerely yours, 

EIdwabd F. Snydeb. 
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Statement op the Leaotte of Women Voters of the United Staiss 

The Lea^e of Women Voters supports the legislation (H.R. 9547) now before 
your committee, authoriaing the United States to participate in an Increase in 
the resources of the Fund for Special Operations — the "soft loan window" of the 
Inter- American Development Bank. 

W^ are pleased that the proposed U.S. contribution to the Fund of $300 million 
a year for the next 3 years represents a 20-percent increase over the last 
U.S. contribution. Such an increase is a continuing positive approach by the 
United States in an effort to aid Latin American countries. We beUeve the avail- 
ability of additional "soft loans" is important to the economic growth of these 
countries. 

As a long-standing supporter of the self-help concept embodied in the U.S. 
aid policy, we are especially inter^sted^-that Latin American countries have 
doubled the amount of their contribution to the Fund. We are also encouraged 
by the evidence of mutmal self-help ; that is, the fact that the four largest Latin 
American members-rArgentina, Brazil, Mexico, and Venezuela — ^proposed to 
I)ermit a large proportion of their contributions to be used by the Bank to make 
loans to the much less developed nations in the Southern Hemisphere. 

We would like to take this opportunity to express our disappointment that 
the Inter- American Bank's Fund for Special Operations is to continue the "tied 
loans" arrangement agreed to 2 years ago whereby U.S. contributions are to 
be used for the most part for purchases of U.S. goods and services. May we 
reiterate what we stated in 1965 at the time of the last increase in the U.S. 
contribution to the . Fund for Special Operations — that "the League views tied 
loans with a rather skeptical eye." Although we are cognizant of the balance 
of payments problems with wlfich the United States has to deal, we would 
prefer that development loans be spent on a worldwide basis. We were glad to 
note that the report of the executive directors of the Inter-American Bank 
points out that the Bank proposes "to cooperate in the greatest possible degree 
with the United States in meeting its balance of payments difficulties by suit- 
able measures" but emphasizes that such measures should "be subject to review 
as conditions change." 

We are also concerned about a new initiative which the Bank is considering 
related to its "hard loan window" where procurement with "ordinary capital" 
funds is made on an international comi)etitive basis. As we understand it, the 
Bank is exploring alternative courses of action such as a possible arrangement 
so that loans should be linked to procurement of goods and services from coun- 
tries which have made satisfactory contributions to the Bank. Although, again, 
we are sympathetic with the problems created by our balance of payments diffi- 
culties, we deplore the proliferation of the tied loan trend which already domi- 
nates the development loan pattern of other countries as well as our own. 

As an alternative we would like to encourage our government to continue to 
look for more positive, less restrictionist balance of payments remedies, including 
continued emphasis on the need for international monetary reforms. We also hope 
that alleviation of the pressures on the U.S. balance of payments will over the 
long run make it possible to eliminate our tied loans policy. We believe that the 
emerging nations, in order to become self-supporting and economically sound, 
should be able to buy goods and services wherever they can do so most 
advantageously. 

The Chase Manhattan Bank, 

New York, N.Y., May 9, 1967. 
Hon. Henry S. Ruess, Chairman, Subcommittee on International Finance of the 
House Committee on Currency and Banki/ng, House of Representatives, 
Washington, D.C, 
Deab Congressman Ruess : I am delighted to write in support of H.R. 9547, 
which would authorize the United States to participate in an increase in the 
resources of the B^nd for Special Operations of the Inter-American Development 
Bank. I have always believed that the IDB performs an important function in 
Latin America because it has a completely Latin American focus, is staffed 
and lead primarily by Latin Americans, and is financially supported by member 
governments. In this regard I am gratified that the proposed increase by the U.S. 
is to be fully matched by an increase from the Latin American side, representing 
a 100% increase for them comx)ared with a 20% increase for the U.S. 
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The Inter-American Development Bank has taken on added significance in 
view of the responsibilities given it by the Presidents of the American RepublicB 
in the Declaration of Punta del Este in April of this year. The bank was then en- 
trusted with fostering Latin American integration. It has already moved far ia 
this direction, most notably through the Institute for Latin America Integration 
set up by the bank last year. Now, however, the bank has an explicit directive to 
promote regionally oriented enterprises that can eventually contribute to the 
goal of a comnion market. To fulfill its new responsibilities and to continne the 
work begun in other areas, I sincerely hope that the United States will give its 
full share of financial support, and that the amendment to the Inter-American 
!Development Bank Act contained in H,R. 9547 will be passed. 
Sincerely, 

David Rockeesllek 

Foundation f<» Ck)OPERATiVE Housino, 

Washinffton, D.C, May 10, 1967. 
Hon. Hbnby S. Rbuss, 

Chairman, Subcommittee on International Finance, Committee on Banking and 
Currency, U,S, House of Representatives, Washington, D.C. 

Dear Congressman Reuss : In connection with the work of your Subcommittee 
in consideration of H.R. 9547, we will be very happy if the following statement 
can be included in the record. 

As you will remember, I appeared at the request of Chairman Wright Patmaxit 
before the Committee on Banking and Currency, on February 5, 1965, as a tech- 
nical witness giving the Committee our judgment about the work of the Inter- 
American Development Bank and its importance for the continuing program 
of low-cost and cooperative housing designed to meet the needs of the people 
of Latin America. 

This statement is to up-date and supplement our testimony at that time. 

The Inter-American Development Bank in its 6th Annual Report published 
in February 1967, points out that, "Housing, and particularly housing for low- 
income groups, has not kept pace with Latin American economic development, 
and the quantitative and qualitative aspects of the problem have become progres- 
sively more acute in most countries of the region." 

The Bank goes on to point out that, "Forty per cent of Latin America's current 
urban population, about 45 million people, lives in extremely crowded condi- 
tions, with three or more persons per room in units built of improvised materials 
providing minimum shelter for the occupants. Only half of urban homes have 
access to running water, and a smaller proportion has sanitary facilities, and 
unhygienic conditions convert existing dwellings into breeding grounds for 
endemic and contagious disease. In rural areas less than 10 per cent consist 
of traditional mud and wattle shacks or adobe huts which have changed very 
little since pre-Colombian times." 

The most serious and dramatic problem of Latin America of course, is in its 
squatter settlements, where people have moved from dismal rural sliuns and 
have seized public and private property for their own dwellings because no 
other housing of any kind was available at any feasible price. 

The Annual Report of the Inter-American Development Bank points out very 
dramatically, ". . . marginal settlements, known as darriadas in Peru, caUampas 
in Chile, favelas in Brazil and ranches in Venezeula, have sprouted in nearly 
every Latin American city since World War II, aggravating the traditional slum 
problem. Most shanty-towns initially were settled by squatters, but in time most 
of the precariously built dwellings grew and assumed a functional role withia 
the slums, and are bought, sold and rented by 'owners' and tenants. 

"In Caracas over 35 per cent of the city's inhabitants live in ranchos, despite 
construction of 'superblock' apartment buildings housing 160,000 persons. In 
Rio de Janeiro the population of the favelas rose from 400,000 persons in 1947 
to 900,000 by 1961, accounting for 38 per cent of the city's inhabitants. In North- 
east Brazil, Recife's shantytowns accounted for about 50 per cent of the city's 
population in 1961. A recent report by Richard Morse indicates that the harriada 
population in Lima grew from about 100,000 in 1958, when it was 10 per cent of 
the city's population, to about 400,000 in 1964, or 20 per cent. In Argentina 
perhaps 10 per cent of the population of Greater Buenos Aires, some 800,000 
people, live in villas miserias. The environment in which these slums flonridi 
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is familiar and complex. Poverty, overcrowding and vulnerability to disease 
prevail. Social delinquency is rife because of family instability, lack of privacy 
and absenteeism from work and school. 

"This situation is not too different in rural areas, where housing needs are 
greatest In absolute numbers, even though the dispersion of population makes 
needs seem less apparent." . ,, ^^ 

These facts and figures from the Bank's official Annual Report, underline the 
importance of a continuing program to try to correct an evil which could under- 
mine the economies of these countries in health and productivity, destroying 
the effectiveness of President Johnson's new priority program in agriculture,, 
health and education. 

We would like to commend the Inter-American Development Bank for the 
steps that it has taken so far in the creation of a program to start meeting 
the needs for basic housing in Latin America. 

This is not just a matter of building a few houses. 

It's a problem of creating the institutions through which people can help them- 
selves to better housing and living conditions. 

This calls for the development of internal resources in most of the countries 
in Latin America so that existing resources can be mobilized to tackle this 
problem of housing. 

The Bank's approach to this problem has included most of the basic ingredients 
for meeting this problem. It includes support for the development of savings 
institutions in these countries through which people are encouraged to sdve 
money to build their own homes. This includes credit unions for people in the 
lower income groups and savings and loan associations serving primarily the 
emerging middle class in those countries. 

In this field, the Bank has worked closely with AID in financing the orga- 
nization and development of credit unions and cooperatives. Credit Unions, so 
organized, have accumulated about $80 million worth of resources in areas 
where some specialists thought no savings at all were possible. The savings 
and loan associations in Latin America, according to the latest report of the 
National League of Insured Savings Associations here in Washington have an 
equally dramatic record. There are 93 associations in Bolivia, Chile, Dominican 
Republic, Ecuador, El Salvador, Guatemala, Panama, Peru and Venezuela, or- 
ganized under this program and supported by AID under the Humphrey Amend- 
ment. More than 500,000 people are saving money in these associations. Their 
net savings have been $179 million, measured in U.S. dollars. Sixty-one thousand 
new homes have been built and mortgages recorded total more than $300 million. 

Since the establishment of the Bank and in close cooperation between AID 
and the Inter-American Development Bank, housing institutions with nation- 
wide authority and responsibilities were established in nearly all of the countries 
in Latin America. These institutions, according to the Bank, have opened finan- 
cial channels to low-income families that were previously closed to them. These 
institutions have been working through cooperatives, savings and loan associa- 
tions, self-help and mutual assistance schemes and municipal governments. 

The Bank is proud of the fact, according to its Annual Report, that, ". . . ex- 
pansion of mortgage financing activities such as savings and loan associations, 
mortgage insurance programs, housing cooperatives, condominiums and other 
means of channeling private savings toward the primary and secondary mortgage 
markets" has come as a result of "growing confidence in saving and borrowing 
and underwriting mortgage insurance (which) is growing, especially among 
families approaching middle-income levels." 

"It can be anticipated," the Bank Report declares, "that the program will 
continue as more capital becomes available for this purpose from internal and 
external resources." 

The Bank has made housing loans as of December 31, 1966 totalling about 
$275 million measured in U.S. dollars which were financing programs amounting 
to $613 million. The rest of the money has come primarily from local capital 
and the savings of people who were encouraged to save because of the possibility 
of securing a decent home of their own. 

When I testified before the Banking and Currency Committee earlier, I pointed 
with pride to the fact that cooperative housing programs in Chile and Brazil 
financed by the Inter-American Development Bank had exceeded the original 
schedules in producing more housing for less money than was anticipated. 

Just a month ago, I had the privilege of visiting many cooperative housing 
projects in Chile and was delighted with their low-cost, their fine design and 
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eonstruction, and the fact that the people liying in them were proud of their 
housing and maintaining them very well. 

Our men in Brazil have indicated a continuing forward movement of that pro- 
gram, particularly, in the State of Minas Gerai3. 

The above is a very long introduction to the major points I would like to make 
in this statement 

First, the Bank in its operations during the last six years has demonstrated 
the effectiveness of a multilateral approach to the financing of development 
The request of the Bank for additional funds for its operation in the years ahead 
warrants the support of the Committee on Banking and Currency and the Con- 
gress. For good use has been made of the funds made available to than to-date, 
particularly in this field of housing where we have some competence for judg- 
ment And, we are happy to indicate our support of the proposed $900 million 
authoriaztion to be used to increase the resources of the Fimd for Special Op* 
erations of the Bank. 
. Our second point is one of concern and warning. 

Because of the limited funds that are available in the field of development, cer- 
tain priorities have been set by the President and are refiected in policies of AID 
and the Inters American Development Bank. These place primary emphasis on 
agriculture, health and education. With this directive there is a feeling in some 
Quarters that everything else should be cut back and large amounts of capital 
should not be used for such items as housing for low-income families. 

It is important to consider that if there is to be an increase in agricultural 
production, an improvement of health and a stepping up of education, housing 
for the families eonoemed is an important factor in productivity, health and the 
social conditions essential for education. . 

Neither the President nor the Administrator of AID have recommended cut- 
ting out other programs being carried forward by; AID and the Inter-American 
Development Bank. They have only indicated a concentration of effort on these 
priorities. 

Institution-building through credit unions, savings and loan associations, co- 
operative housing groups and others should not and must not be cutback or killed 
in this period of transition. As a minimum there needs to be a continuing pro- 
gram of technical assistance and development in the fields of capital accumula- 
tion and self-help to meet the most basic needs. 

If there must be a cutback in large scale loans, the cutback should be in hous- 
ing for higher income groups. There should be continued and expanded input 
for technical assistance and materials through which people can be helped to help 
themselves. 

In addition to these steps, it is essential to do the basic planning and institu- 
tional development which is essential to meet this crying need for decent shelter 
in the days ahead when major resources can be redirected into the field of 
housing. 

_ It is important to remember that housing is a dynamic factor in development ; 
that, in addition to providing: better shelter and better living:, it creates more jobs 
and more wealth in our communities, creates a construction industry, building 
materials industry, self-supporting financial institutions and the other apparatus 
of development including skilled trades and financial know-how. 

Even more important, better living conditions increase the health and morale 
of the people and as a result increases their productivity ; so that the investments 
in housing pay off not only in shelter but in expanding prosperity and 
development. 

It is very important that as the Committee approves, and we sincerely hope it 
will approve additional funding for the Inter- American Development Bank, that 
it indicate the importance of continuing these excellent programs which have 
just began to scratch the surface. 
Sincerely yours. 

Wallace J. Campbell, President. 

Mr. Reuf?. The Xationfil Advisory Council on International Mone- 
tary Policies submitted a special report for the record. 
(The report may be foimd in the appendix, p. 188.) 
Mr. T?Erss. The record will be kept onen until the next Tuesday for 
the submission of those and anv other additional statements. 
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Mr. MizE. Mr. Chairman, are the thrust of these letters generally 
favorable to the legislation ? 

Mr. Ketjss. I believe they are all in favor of the legislation. 

However, I hasten to add that any segments which come in from 
any individual or organization in opposition to the legislation, or in 
part critical of it, will be received also. 

Thank you very much indeed, gentlemen. 

The formal hearings are now concluded and I will ask members to 
remain for the executive session. 

(Whereupon, at 11 :50 o'clock a.ni. the subconmiittee adjourned, and 
proceeded into executive session.) 
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TUESDAY, MAY 9, 1967 

House of Representatives, 
Committee on Banking and Currency, 

Washington^ D.C. 

The committee met, pursuant to notice, at 10 :52 a.m., in room 2128, 
Eaybum House Office Building, Hon. Wright Patman (chairman) 
presiding. 

Present : Representatives Patman, Multer, Eeuss, Ashley, Moorhead, 
Stephens, St Germain, Gonzalez, Minish, Gettys, Annunzio, Kees, 
Bingham, Galifianakis, Bevill, Kyros, Widnall, Mrs. Dwyer, Halpern, 
Brock, Clawson, Johnson, Stanton, Lloyd, Blackburn, Brown, Wil- 
liams, and Wylie. 

The Chairman. The full committee is meeting this morning to hear 
testimony from Secretary of the Treasury Fowler on the Inter- Amer- 
ican Development Bank bill, H.R. 9547. The International Finance 
Subcommittee of the Banking and Currency Committee has concluded 
2 days of hearings on this bill, after having received testimony from 
Secretary Fowler, Assistant Secretary of the Treasury and U.S. 
Director to the Inter- American Development Bank True Davis, and 
Assistant Secretary of State for International Affairs Lincoln Gt>r- 
don. In addition to these administration witnesses, the subcommittee 
also heard testimony from William C. Doherty, Jr., administrator, 
American Institute for Free Labor Development, AFL-CIO ; Father 
Dan McLellan, M.M., president, Mutual El Pueblo, Lima, Peru ; and 
Henry W. Balgooyen, president, American & Foreign Power Co., 
Inc. At the conclusion of this second day of hearings, on May 4, the 
subcommittee reported the bill favorably to the full committee. 

In substance, this bill authorizes the U.S. Governor to the Bank 
to vote for an increase in the Bank's Fund for Special Operations. The 
bill provides for a U.S. contribution to the Fund of $300 million per 
year for the next 3 years. While this represents a 20-percent increase 
over the previous annual contribution of $250 million made to the 
Fund by the United States, it should be noted that the Latin American 
countries have doubled the amount of their contribution to the Fund — 
from $50 million per year to $100 million per year. 

The bill comes before us against the background of the significant 
meeting of the Presidents of the Americas at Punta del Este, Uruguay, 
last month. The Bank is a keystone in the success of the Alliance for 
Progress. It has received our support in the past. Its successes are 
ami3e testimony to the fact that such support was deserved. 

Mr. Secretary, we welcome you to the committee this morning and 
ask you to proceed in your own way. But first, will you please present 
the gentlemen accompanying you for the record? 



Digitized by 



Google 



98 INTER- AMERICAN DEVELOPMENT BANK ACT AMENDMENTS 

STATEMENT OF HON. HENRY H. FOWLER, SECRETARY OF THE 
TREASTTRY, ACCOMPANIED BY MILAN C. MISKOVSKY, ASSIST- 
ANT GENERAL COUNSEL; HENRY J. COSTANZO, DmECTOR, 
OFFICE OF LATIN AMERICA; THOMAS LEDDY, OFFICE OF LATIN 
AMERICA; NICHOLAS KEY, OFFICE OF DIIEILNATIOIIAX AF- 
FAIRS, DEPARTMENT OF TEE TREASURY; AND REUBEN 
STERNFELD, ALTERNATE U.S. EXECUTIVE DIRECTOR, INTERr 
AMERICAN DEVELOPMENT BANK 

Secretary Fowler. I have Mr. MiskoVsky, who is Assistant Gen- 
eral Counsel of the Treasury Department; Mr. Stemfeld, who is the 
Alternate U.S. Executive Director for the Inter- American Develop- 
ment Bank; Mr. Henry Costanzo, Director of the Office of Latm 
America; Mr. Thomas Leddy^with the Office of Latin America in the 
Treasury ; and Mr. Nicholas Key, who is a special assistant to me. 

The Chairman. Thank you. 

Any questions of the Secretary ? 

Anyone desire to ask the Secretary any questions? 

Mr. Brock? 

Mr. Brock. Mr. Secretary, one of theproblems raised in this legis- 
lation is the leakage of funds into non-U .S. purchases. I think it has 
been discussed with you on several occasions, and I think you men- 
tioned the problem in some of your speeches, particularly at Pebble 
Beach, Calif. — the difficulty with controlling leaka^. 

Is there anything that the Congress can do to assist in tyiiig these 
funds more closely to the purchase of U.S. goods and services? 

Secretary Fowler, There are things that the Congress could con- 
ceivably do, but in my judgment ftiey would be imdesirable and 
counterproductive in achieving any substantial results. They would, 
in eflFect, ignore the patterns or cooperation that exist and have been 
developing in dealing with this problem on the part of the Bank 
management and the various countries concerned. Therefore, I have 
felt that it was undesirable to direct the committee's attention to any 
legislative formulas to achieve the objective of additionality, 

Mr. Brock. Mr. Secretary, the purpose of the Inter- American Devel- 
opment Bank is to assist in the development of the economies of the 
member nations, is that not so ? 

Secretary FowuER. That is correct. 

Mr. Brock. It is your idea that if we put in language which would 
prohibit U.S. funds, except for the purpose of purchasing goods and 
services produced here in this country, that that would be detrimental 
to the objective of developing their entire economy ? 

Secretary Fowler. I taKe it, Mr. Brock, that we are not talking in 
very general terms, but you have a very specific thing in mind ; namely, 
the local cost problem. That must be what you have in mind, in view 
of the fact that there is already outstanding and as a matter of record 
in the last hearings, the letter of May 20, 1965, from the U.S. Governor 
to the Bank which reads as follows : 

As U.S. Governor of the Inter-American Deyelopment Bank, I am pleased to 
Inform ypu that the United States has now completed the legislative process 
necessary to make available $250 million for payment of the first insta,llment oi 
the U.S. share in the increase in resources of the Fund for Special Operatlcms ; 
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and that the United States will be prepared to make payment promptly in that 
amount. 

In accordance with the provisions of article V, section 1(c) of the Articles of 
Agreement of the Bank, the United States hereby gives notice of its desire 
that U.S. currency made available to the Bank as the result of its increased con- 
tribution of $750 million to the Fund for Special Operations be used for the 
purchase of goods or services from the United States, or for the acquisition of 
goods or services of local origin in the country in which the project is located. 
Funds may also be used for the acquisition of goods or services produced in other 
countries which are members of the Bank if in the judgment of the Bank such 
transactions would be advantageous to the borrower. With respect to the use 
of funds for purchases in the countries where the projects are located, it is 
understood that the related dollars would be disbursed under the agreed letter of 
credit procedure for the purchases of goods or services from the United State*. 

So, since 1965, insofar as the Fund for Special Operations is con- 
cerned, these loans have been tied to the acquisition of goods and 
services from the United States in exactly the same manner as we have 
tied our direct bilateral landing activities under the AID program. 
This does leave open the question of the so-called local costs. There- 
fore, I assume I am correct in saying that your questions are directed 
to whether or not there should dq an elimination of any use of these 
funds for so-called local costs. 

Mr. Brock. That is part of it. I am also concerned about the possi- 
bility for substitution of these funds, to say they are used for goods or 
services purchased here, and we just simply shift projects back and 
forth in order to achieve the certain amount of dollars necessary under 
the terms of the loan. 

What I am interested in, Mr. Secretary, is developing this Common 
Market approach and developing the productivity and economy of all 
these member nations, and I do not want to see anj amendment tie the 
hands of the Bank to the extent that you prohibit the purchase of 
goods and services from other members oi the JBank. 

Secretary Fowler. The present arrangement, in my judgment, ade- 
quately and completely covers that possibility. 

Mr. Brock. It seems to me the present arrangements are pretty re- 
strictive in purchases from other members. 

Secretary Fowler. That is right. 

Mr. Brock. Would it not be better if the restrictive lan^age said 
that the purchase of goods and services from — that professional serv- 
ices under the terms of this loan could come either from the United 
States or other member nations ? 

Secretary Fowler. It does that, Mr. Brock, already. 

Mr. Brock. I do not believe it does, in the letter that you just read. 
It specifically limits it to goods and services from the United States, 
except in the low cost of locally available 

Secretary Fowler. Or for the acquisition of goods and sen^ices of 
local origin in the country in which the project is located. 

Mr. Brock. That is what I am talking about. You are limiting it to 
the country and not the other members. 

What if they can produce a better product ? 

Secretary Fowler. The next sentence is designed specifically to 
cover that. It says: "Funds may also be used for the acquisition of 
goods or services produced in other countries which are members of 
the Bank if in the judgment of the Bank such transactions would be 
advantageous to the borrower." 
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Mr. Brock. That applies to the U.S. dollar commitment ? 

Secretary Fowler. Yes; to the FSO — our commitment to the FSO 
funds. 

Mr. Brock. Tied to the project ? 

Is it not possible for the transfer of these fmids, so you can have 
substitution? 

Secretary Fowler. No, the only area in which the additionality and 
substitution problem comes into issue is the question of the so-called 
local cost funds and what the dollars that are turned over to defmy 
local costs are ultimately used for. In the present arrangement the 
U.S. procurement restriction is applied in two ways: The project 
needs which must be imported are directly procured from the United 
States; the project needs which involve local currency expenditures 
in the borrowing country are financed with dollars in the first instance 
by using dollars to buy local currency from the central bank. The 
central bank is then required to use the dollars under the special letter 
of credit procedure, to pay for goods and services purchased in the 
United States. The question which has been of concern to me and 
which is of concern, I think, to this committee is whether the use of 
tliose letters of credit whcih have been derived and thrown off by 
expenditure for local costs are for substituted goods which are com- 
mercial exports rather than amounting to additional purchases from 
the United States. 

A year ago, in Mexico City, at the Bank's annual meeting and at a 
private session with the Governors and the alternate Governors, I said 
as follows : 

However, it is also essential, in making U.S. official expenditures abroad, that 
we demonstrate that oxir eommercial trade surplus — ^whlch is a plus to our 
balance of payments — is not eroded when we contribute our goods and services 
through aid. The United States simply cannot afford to lose any commercial sales 
as a result of its aid efforts. Our effort must focus on gaining export Btdes, 
building up our trade surplus. And aid must of course for the foreseeable future- 
take the form of U.S. goods and services which we can afford, rather ttian 
financial transfers which we cannot afford, except in a very minimum way. 
It is more than just a question of tied aid. When we go before our Omgress 
to ask for continued support for the Bank and the Alliance, the question of 
whether or not our aid programs are substituting for our commercial exports 
will be crucial. 

The problem takes on concrete meaning in another way. For example, I would 
ask you to strive to maximize your own local cost contributions to your devicdop- 
ment, saving the use of Alliance funds, to the maximum extent posi^Lble, for 
foreign exchange use — 

Meaning purchases in this country — 

by cutting out lower priority expenditures in your own budgets and aesumiiig 
responsibility for a larger proportion of your local cost financing needs, yon 
will be helping the Alliance two ways. First, you will be accelerating your 
I)erformance under the basic AUiance prescription of development through 
self-help. And, second, in helping us to furnish more economic assistance to yoa 
in the form of goods and services instead of in financial resources, you wiU be 
serving your own best interests in insuring tliat we can obtain the needed suppott 
in our Ck)ngress and among U.S. citizens generally to continue at the high level 
we all desire the development assistance so urgently needed in Latin iUnerica. 

Now, in response to that, as I observed before the committee last 
week, the Bank management and Executive Directors have submitted 
a report to the Governors of the Bank. This is a report of the entire 
membership of the Board of Executive Directors on the proposed 
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increase of resources of the Bank, which is the matter before this 
committee. 

I Wjonld like to read an excerpt from that report. This appears on 
page 28 of annex C of the NAC document which was submitted to the 
members of the committee : 

Many activities of the fund require a substantial amount of local currency 
expenditure. However, in relation to the financing of local costs with dollars, 
recognition must be given to the problem of the balance of payments of the 
United Staites, and 'the Bank will attempt to hold such financing to an appropriate 
minimum. The Bank is also striving to improve the present procedures whereby 
such local cost financing is carried out with the least effect on the U.S. balance 
of payments. In the Ught of these problems, which should be regarded as basically 
transitory in n-ature, ithe Bank and its members fully appreciate the diflaculties 
inhertent in U.S. responsibilities in the free world. Accordingly, the Bank pro- 
poses to cooperate in the greatest possible degree with the United States in 
meeting these diflaculties by suitable measures, which obviously would be subject 
to review as condtions changed. 

The percentage of dollar financing for local costs will be established in ac- 
cordance with the nature and priority of the projects but in such a manner that, 
on the average, this percentage, except in relation to education and agriculture, 
will not exceed the level which prevailed in 1966. 

Furthermore, the contributions of the four Latin American members whose 
quotas in the fund are the largest will be available in part for financing local 
costs in addition to financing exports under Bank projects from these coun- 
tries. The Board of Executive Directors, in consultation with these member 
countries and such others as may adhere to this system, shall determine the gen- 
eral rules for its implementation. 

I believe this report and the action of the Bank management and 
Executive Directors was a forthcoming response to the appeal made 
in Mexico City and to the position that the U.S. Governor and the U.S. 
Executive Directors have taken. I believe it is eliciting the kind of 
multilateral cooperation in helping us deal with our balance-of -pay- 
ments problem — which is really also their balance-of -payments prob- 
lem — ^which represents the very best essence of what the Alliance for 
Progress is all about. 

I think it has brought recognition in these countries that did not 
exist before to the fact that we have a balance-of -payments problem 
and that our balance-of -payments problem, as I said at JPebble Beach, is 
their balance-of -payments problem. 

I think, given this forthcoming spirit and attitude and acts of coop- 
eration, that it is not incumbent upon me — indeed, it would be con- 
trary to the best interests of the United States and of the Alliance 
for Progress — ^to ask for a more restrictive amendment in law at this 
time. 

The Chairman. Mr. Brock, would yiou like to proceed for an addi- 
ti onal 5 minutes ? 

Mr. Brock. If nobody has any questions, I would be delighted to. 

The Chairman. Without objection, go ahead, Mr. Brock, and then 
Mr. Jolmson will be recognized. 

Mr. Brock. I could not agree more with what you said, Mr. Secre- 
tary, in remarks at Mexico City. I am delighted. 

I do not think anybody wants to hamper the operation of this Bank 
with restrictive amendments. We do believe we might strengthen both 
your hand and operation of the Bank by some amendment which would 
endorse the action that you have suggested to the member countries, 
that is, greater participation locally and the local low costs. We do 
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think we might increase the opportunity for trade among the member 
countries with an amendment which opened the door for them to trade 
in this particular area. 

Secretary Fowler. Mr. Brock, I commented last week before the 
subcommittee on similar questions that were raised. In order to avoid 
confusion, I will quote from the previous statement : 

Given the spirit and the attitude of cooperation manifested the Bank manage- 
ment and by other countries — which has been expressed in various ways — ^I do 
not believe it is wise to include this as a matter of law in this authorization act 
This could be undesirable for various reasons and it might reaUy prove offensive 
or counterproductive. 

I think you can accompUsh more by including whatever expressions you would 
have in the language of your report. I would even go so far as to suggest that 
you might ask us in the report to give you an annual report on performance— 
what has been accomplished and what has been undertaken in order to achieve 
this objective. I am reluctant to see it become a part of the law, because then 
I do not know what kind of legal and legislative poUcy reverberations this would 
have in the actions of other congresses and parliaments and of other countries. 
As long as the Bank is trying to follow, as it is, a cooperative course of conduct, 
I do not reaUy see the necessity for including it in the law. 

I do not believe I can add anything more to that at this time. I 
welcome your support. I welcome any expressions in your report that 
indicate that this is not just the U.S. Governor talking but that it is 
also the cognizant committee of the House that is concerned with this 
problem, i believe that will really accomplish more than an attempt 
by law to achieve the committee's objectives. 

Mr. Brock. How closely can you tie down the amount of leakage 
in a given country for a given project ? 

Secretary Fowler. On local costs? 

Mr. Brock. The amount financed by the Bank would lead to sub- 
stitution of purchase of goods. 

Secretary Fowler. First, let us take a given project, an irrigation 
project, to develop agricultural land. The equipment for that is pur- 
chased in the United States, as it must be in accordance with the tying 
arrangement. 

I think that is additional. I do not believe that project would ever 
have been built if it had not been for the loan, and, therefore, the pur- 
chase of irrigation equipment from the United State^ is additional 
and not a substitution tor a U.S. export that otherwise would have 
been achieved — simply because the project would not have come about 
had it not been for the loan. 

Mr. Brock. Is it possible to really pin these figures down, though? 

Secretary Fowler. I just answered your question with regard to the 
part of the loans that is used to purchase directly equipment that goes 
into the project. That project would not have come into existence and 
that sale would not have been made by the United States if it had not 
been for that loan. That is the assumption that I am working on. If 
you want to challenge that assumption, I cannot argue with it. 

Mr. Brock. I am talking about the rest of it. 

Secretary Fowler. On the local costs, there are various ways in 
which we try to assure that the letter of credit that goes from the 
Central Bank to someone in that particular country is used for goods 
and services from the United States which otherwise would not have 
purchased. This is admittedly a difficult task. There is no easy way to 
achieve it. If it were, there would not be all this talk about it. The 



Digitized by 



Google 



INTEB-AMEBICAN DEVELOPMENT BANK ACT AMENDMENTS 103 

problem of assuring additionality involves a number of things, but 
in mv judgment it involves most of all the cooperation and forthcom- 
ing desire of people in the country concerned to achieve that objective. 
For example, one concerns oneself with whether or not there are in 
the law* the regulations, and the practices of import control author- 
ities — if there oe such authorities — ^lacentives to procure from the 
United States or of obstacles that might inhibit purchases from the 
United States which should be removed. You try to maximize addi- 
tionality by specifying that the letters of credit would be used for 
certain types of commodities in which the United States does not have 
an established market position, or you might require that they might 
not be used for commodities in wmch the United States does have a 
well established position. You try to maximize additionality through 
the program design, through seeing that the loans are made for 

E>ro1ects that on balance would tend to add to our export possibilities 
y loUow-on business and things of that sort. 

Mr. Brock. I think you made a crucial point here, that we are 
dependent on the attitude of the member nations who are receiving 
the loans. 

They are the ones who are reallv going to put up or shut up. 

Secretary Fowler. That is right. 

Mr. Brock. They are the ones who come to us by the letter of the 
law or spirit of the law as they see it. That is what bothered me about 
the conference at Punta del Este. They liberally read the United States 
out. 

Secretary Fowler. I just read you the quotation taken from the 
report, the unanimous report, of the Executive Directors of this Bank, 
and I think that fairly reflects the attitude that we have insofar as 
this is concerned with the Bank's projects. 

Mr. Brock. The Presidents, respectively, did not seem to share that 
attitude. 

Secretary Fowler. I do not think that is a fair appraisal of Punta 
del Este. I think that, may be with the exception of one members of the 
group — ^there is always one member of the group- 
Mr. Brock. He got the headlines over here. 

Secretary Fowler. He expressed a difl'erent point of view. 

The Chairman. Thank you. 

Mr.Multer? 

Mr. MuLTER. It is always a delight to have Secretary Fowler with 
us, if for no other reason than that his f orthrightness and his exacti- 
tude is always so helpful. He gives us the answers exactly as he sees 
them. 

I might also comment that it is unfortunate that it is the dissident 
who always gets the headlines in our American press. 

I tihiink it was only Ecuador that dissented and seemed to put the 
President, our President, in a bad light when everybody else went 
along with him. Am I not right ? 

SSretary Fowler. That is my impression. 

Mr. MuLTER. I would hope that we do not have to write any restric- 
tions into this bill, such as Mr. Brock has suggested. Not only because 
the experience thus far has been good, but more important, I think 
throu^ December 31, 1966, out of a total of $267.3 million that was 
spent in the United States on goods either directly or through letters 
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of credit, $255.3 million, approximately 95 percent — ^$255.3 million 
Asere spent in the United States. Are those not the facts f 

Secretary Fowi.br. That is correct. 

Mr. Mtjlter. In addition, if we pass this bill, all we will have d(me 
is to authorize the money. This money must thereafter be appropriated. 
If the bill passes, only ^00 million can be appropriated this year, $300 
million can be appropriated next year, and wie same amount the year 
after. Because of the reporting that is required, we can always write 
a limitation into the appropriation act if our experience should be 
bad. I would hoj>e that we dx> not write any restrictions into this bill, 
not only because it would be a slap in the face to these other countries, 
but it would tie the hands of the Bank unnecessarily. Am I right on 
that, sir? 

Secretary Fowler. That is my position. Congressman Multer. 

Mr. Multer. In passing, I would like to reemphasize the fact that 
even though there was considerable doubt raised in the committees of 
Congress and on the floor as to whether self-help would develop in 
these countries, I think our experience has shown there has been tre- 
mendous progress made by the Latin American countries. It is best 
evidenced Dy the fact that originally the U.S. contribution to this Bank 
was 11 times that of all the Latin American countries. 

Li 1965, our contribution was only five times that of all of the Latin 
American countries. If we pass this, our contribution drops to a mere 
three times that of all Latin American countries. 

Secretary Fowuer. That is correct. 

Mr. Multer. Thank you. 

The Chairman. Mr. Widnall? 

Mr. Widnall. Thank you, Mr. Chairman. 

Mr. Secretary, I am very pleased you came back again to speak 
to the full committee and reiterate what you had said to the subcom- 
mittee before, but I still feel that what you have said reinforced my 
own arguments for requiring the recipients of our soft loans to meet 
the local costs for the social progress projects. If we restrict $900 mil- 
lion to goods or professional technical services from the member na- 
tions, we will multiply many times the total investment generated by 
LDB ; is that not so ! 

Secretary Fowler. I do not think it is so, because I do not think 
you would get the investment in the projects that you are counting on. 

Let me just comment on one more thing, now that we have pinned 
this down to your concern. A proposal to limit the use of U.o. FSO 
contributions to goods and professional technical services, which is the 
implication of Mr. Brock's question and your question, would in- 
evitably imply severe reduction in local cost financing. The services 
that are normally financed by these bank loans for local costs are 
typically not professional and technical services. The great bulk of 
the local costs typically represents the Ipcal labor that is used in the 
construction of water and sewage systems, roads, housing, classrooms 
for educational purposes, and. similar simple local construction 
activities. ^ ^ 

In addition, in such j)rograms as agricultural credit, on which there 
has been great emphasis laid in hearings before this committee, and 
in other places, the identifiable costs involved in the prc^ram are in 
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the first instance generalized credits which could not be directly at- 
tributed to goods and specified services. 

Now, while there is an element of local materials in such projects, 
the Bank's loans finance the import of the more expensive goods, such 
as pipes, construction equipment, scientific equipment, and so forth. 
Therefore, a proposal to cut off use of these funds for local costs would 
hit particularly hard at some of the sectors that we are trying to 
stimulate — ^by encouraging governments to provide additional help 
to the rural regions and rural development, and to increase the alloca- 
tion of their resources to educational facilities — and would also affect; 
very adversely projects of a social nature; such as health and basic 
infrastructure, such as roads. Given the savings capacities of most of 
the Latin American countries at this time, I do not believe these 
projects being built and being carried forward would go forward un- 
der the Inter- American Development Bank program without this out- 
side help for local costs. 

It is appropriate, I think, in connection with the Inter- American 
Development Bank and the Alliance for Progress, to stimulate do- 
mestic savings, to improve the tax systems, and encourage more efficient . 
tax administration. Commissioner Cohen and a group from the In- 
ternal Revenue Service has been meeting for the last 10 days in 
Panama with a newly organized group of international and American, 
tax administrators. We must lay emphasis on that phase, and try to 
reduce outside aid for local costs to the minimum necessary — ^as we 
propose to do and as the Executive Board has committed itself to do. 
But to practically eliminate outside help for local costs would not 
achieve the result you want to achieve. I think it would simply limit 
and cut sharply into the economic and social development that the 
Bank's program is designed t o p romote. 

Mr. WiDNALL. Has not the World Bank been doing this for years 
and has been very successful in its operation ? 

Secretary Fowler. I think that to the degree the World Bank's 
operation has been moving from infrastructure over to economic and 
social development projects — education, agriculture, and so on — ^my 
impression is that the answer is "No." But I will check on that and give 
you a more definitive answer. The World Bank has been financing local 
costs. I can't compare figures on the degree to which local costs enter 
into their projects, but I Know they are financing local costs. They find 
it necessary to do so. 

Mr. WiDNALL. The Export-Import Bank 

Secretary Fowler. Does not. 
Mr.WiDNALL. They do not. 

Secretary Fowler. They do not. The kind of projects that the Ex- 
port-Import Bank finances — ^I do not want to go into a long category 
of them---do not include to any substantial degree the kind of projects 
the Inter- American Development Bank is making possible. One of 
the real purposes of the Inter- American Development Bank was to 
combine the multilateral regional concept along with making loans 
and credit available for the accomplishment of objectives that were 
not otherwise being achieved. The thing that you must compare the 
Inter- American Development Bank with is our own bilateral AID 
pro-am, and really what we are doing here is pursuing through a 
multilateral context the kind of a development loan program in Latin 
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America that is being carried on through our AID program on a 
bilateral basis. 

The Chairman. Just a moment, Mr. Secretary. 

The gentleman's time has expired. 

Without objection, you may be allowed to proceed an additional 6 
minutes. 

Mr. WiDNALLr. Thank you, Mr. Chairman. 

I would like to commend those who are in charge of the effort to en- 
courage tax collection in the Central American countries, and I notice 
there has been some marked progress in Argentina. 

Secretary Fowler. A number of other countries, Panama. 

Mr. WiDNAixL. And this is undoubtedly needed. What bothers me, 
when you are talking about things not bein^ done if we tie it down 
too much, the local services will have to be paid for within the country 
bj that country. It seems to me that what you are really saying at a 
tune when there is still the flight of major capital out of those coun- 
tries — from the citizenry there, that those countries are going to say, 
"We refuse to go along unless you put up practically everything in con- 
nection with the project." 

Secretary Fowler. No, they are not saying that at all. 

They are saying — and I will not bother to reread the report again. 
They said: 

We see this problem; we are trying to reduce to a minimum the percentage 
of local costs ; whereas, a few years ago, the percentage of local costs used to 
be in excess of 50 percent, 60 and 70 percent, we are nows trying to hold them 
to a minimum, and that minimum, we understand, would be in the neighborhood 
of 35 percent except for agriculture and education. We hope to hold those down 
to around 50. 

They are seeing the problem, I think, very much. 

The Bank management and the Executive Directors and many 
enlightened people m the other countries see the problem in the very 
same way you do. I believe the progress is to be made in this direction, 
rather than by saying "we are not going to allow any of our AED fmids, 
which is the bilateral wogram, or any of our multilateral allotments 
to the Inter- American JDevelopment Bank for local costs, because this 
is something you ouffht to be doing yourselves." 

Mr. WmNALL. What Mr. Brock has been talking about and what I 
have been getting at is the attempt to stop leakage which you will 
never stop completely but, we feel, some or that could be prevented 
by a suitable amendment. 

Now, Mr. Multer just read into the record some figures showing 
some $267 million actually in projects and $255 million affecting pur- 
chases in the United States, as I understand it. 

Mr. MuLTEai. $267.3 million was the overall amount through De- 
cember 31, 1966. Of this, $255.3 million was spent or covered by letters 
of credit in the United States. 

Mr. WiDNALL. I would like to question this, Mr. Secretary. 

To what extent was substitution permitted in the expenditure of 
that $255 million? 

This is leakage we are trying to ffet at. 

Secretary Fowler. That is right, and it is part of the leaka«:e I am 
tr>ang to get at. It is part of the leakage ihe Bank Executive Directors 
have concerned themselves with, in the statement I read from. I can't 
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tell you how much that is. I do not have any precise figures on that, 
and all I can say is: I recognize, and I have accepted xronx the very 
beginning, Mr. Widnall, that the problem is a real problem; that is, 
the problem of substitution versus additionality, where the local cost 
aid IS in the form of dollars. I am trying to work on that I am trying 
to work on it through the best way I know; namely, through the co- 
operative help of the countries concerned through the Bank's organi- 
zation. I do not think you can eliminate it by edict of law unless you 
want to junk the program. 

Mr. WiDNAMi. Mr, Secretary, I do not want to junk the program, but 
I intend to offer an amendment. I will read it to you — ^it is changed a 
bit from what we talked about before the subcommittee. 

On page 2, line 9, strike "resolution." and insert "resolution, and 
subject to the further condition that during such period as the United 
States is enga^d in armed hostilities in Vietnam, the fimds authorized 
under this section be utilized only for the purchase in member countries 
of good and professional or technical services for the project for which 
loan assistance is provided under this section." 

This is an attempt to tie down the purchase to member countries. 
We have been talking about a common market in South America, en- 
couraging its establishment. My amendment does not tie it down to any 
one country. It means the United States would participate with other 
countries in these particular areas. 

I still feel that we should make the effort at this time to tie it down 
to thinking very much about our balance-of -payments situation. 

Secretary Fowlek. Mr. Widnall, I think I have said all I 
can say in describing what this proposal would do to limit projects 
and limit local costs financing. There is no need for me to repeat this. 
In my judgment, this is callmg to a halt the use of FSO lunds for 
economic development throu^ the Inter- American Development 
Bank. I think it is rejecting the offers, the forthcoming commitments 
of the Bank and of the Executive Directors of the Bank in many of the 
countries to work together with us in dealing with this problem, and I 
think it would be a severe blow to all that you, sir, and the founders of 
the Bank, the members of both political parties. President Eisenhower 
and the others who instituted this program in 1959, have done. We 
have gone a long way to tighten it insofar as this is concerned. I yield 
to no one, including you, sir, in my determination to deal with the 
balance-of-payments problem. I simply believe that we can deal with 
this aspect of it more effectively by continuing the program and 
getting cooperation in dealing with the problem of additionality 
and sm)6titution rather than cutting off the program and making it, 
in effect, another Export-Import Bank program. 

Mr. WiDNAUi. Conditions have been terribly changed since 1959. 
We are deeply involved in a war in Vietnam where we were not in 1959, 
and we have a different situation right at the moment with respect to 
our balance-of-payments situation. 

Thank you, Mr. Chairman, that is all. 

The Chairman. Anyone on this side desire recognition ? 

Mr. Getty s? 

Mr. Gbttys. May I ask one question? 

Would the Secretary briefly give the committee the status of Ecuador 
in the light of its failure to sign the agreement at Punta del Este ? 
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Secretary Fowler. I think I would like to have an opportunity to 
submit an answer in writing. It is a question that I would need to 
consult with the State Department officials on. 

Mr. Gettys. I withdraw the question then. 

The Chairman. Mr. Johnson? 

Mr. Johnson. Mr. Secretary, I personally feel that the Alliance 
for Progress is a necessary part of our foreign policy and we must 
have it, but I want to ask you some budgetary questions, as, after aU, 
I am an accountant and I like to know how thmgs add up. 

The other day, in another committee, I asked the Budget Director 
in arriving at the $135 billion budget, whether in budgeting income 
available, he added into his estimates the 6 percent surtax on income 
tax to raise $4.6 billion, and he said "Yes." 

My second question was : "Did you add in a $700 million prospective 
increase in postal rates?" And he said, "Yes." 

I want to ask you this question : Is this $50 million, which, it will 
cost us this year for this increase, in the President's budget ? 

Have you budgeted it yet ? Do you know ? 

Secretary Fowler. It will require a budget amendment to assure 
the availability of funds, but since the payment on this authorization 
will be effected by the letter of credit procedure, we advance the funds 
when they are, m fact, needed. We do not expect that this will be 
drawn upon during fiscal 1968. While we will have to have the appro- 
priation, which is the NO A — ^the new obligational authority — ^that ap- 
propriation will not result in an increase m the budgetary funds fur- 
nished in fiscal 1968 which is the $135 billion that you referred to. 

Mr. Johnson. I understood that this money would be drawn upon, 
as it were, in fiscal 1968, in December 1967. 

Secretary Fowler. It is available as a basis for the Bank to make 
commitments. But the Bank does not call on us to provide the funds 
until the time for their release and their turnover. So, through this 
letter-of-credit procedure, there would be no expenditures that we 
expect to be called upon to make by the Bank, and there would be no 
effect on the $135 billion figure. 

Mr. Johnson. But the Appropriations Committee would be asked 
in fiscal 1968 to increase the appropriation to $300 million from $250 
million? 

Secretary Fowler. That is right. 

Mr. Johnson. So, in effect, it would be a new appropriation of $50 
million. 

Secretary Fowler. A new NOA item but not an expenditure it«n 
in fiscal 1968. 

At the first meeting of our newly organized Budget Commission 
that was announced in the President's budget, one of the things we 
discussed was the different interpretations to the budget that naturally 
existed in people's minds. When you say "the budget," you mean one 
thing, and when somebody else says "budget," they mean something 
else. There are the administrative budget expenditures in a given fiscsu 
year; there is another budget that constitutes new obli^ational author- 
ity that Congress creates, out of which future expenditures would be 
made — some m this year and some in later years. So, the $300 million 
for the IDB is a new element of the NO A, the new obligational author- 
ity. It is not a new budgetary expenditure in this fiscal year. 
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Mr. Johnson. The reason I am concerned is, as you laiow, the chair- 
man of the Ways and Means Committee, and the minority chairman 
of the Ways and Means Conmiittee have both said that they did not 
think they used the words "there is not a ghost of a show of the income 
tax passing, at least in the first session of the 90th Congress." 

I wonder if, in view of that, as long as the Budget Bureau says that 
the income tax is added in with the prospective revenues, whether we 
would be justified in going for this extra $50 million? 

Secretary Fowler. So we do not have any misunderstanding, the 
authorization and appropriation would be for the full $300 million, 
which includes the $50 million. I will say it again : By reason of this 
letter-of -credit procedure, it will not result in an increased expendi- 
ture which I, as the Secretary of the Treasury, will have to raise funds 
to meet. It will result in an authorization and a new appropriation on 
which the Bank can base its future commitments. 

Mr. Johnson. My time has expired. 

The Chairman. Mr. Gonzalez ? 

Mr. Gonzalez. Thank you, Mr. Chairman. 

Mr. Secretary, I compliment you and the staff, as well as all of those 
who represent us on the Bank. I sat on the subcommittee, and we have 
heard testimony on some of the questions that were touched upon by 
some of the minority members who have answered their intention to 
offer restrictive amendments — we had a variety of witnesses. I think 
Chairman Eeuss did one of the most superb jobs I have ever seen done 
on the committee, and he had a variety of witnesses all the way from 
people like the priest, Father McLellan, certainly grassroots, to two 
representatives of private power companies of the United States. 

They all agreed that this type of restriction would be unwise. In 
fact, everyone was unanimous in giving the 90-percent figure as 
being the amount of investment by the Bank that returned to the 
United States through purchases and services. This was 90 percent 
of the Bank's investment; not 90 percent of the U.S. investment. 

That certainly, in line with that, would be most inadvisable, to have 
restrictive language that would be rigid and inflexible. 

In fact, I think, if Fidel Castro and the critics were to write an 
amendment, that would be the kind of amendment they would offer. 
It would fall right in line with the very criticisms that have been made 
of the U.S. intention. I hope the committee will see through this, to 
legislate wisely. 

Mr. WiDNALL. Will the gentleman yield? 

Mr. GoNZAiiEz. Certainly. 

Mr. WiDNAiiL. I would like to call the attention of the gentleman 
to the fact that this amendment differs from the ones that were under 
discussion when Father McLellan and the other witnesses were here, 
and I am not speaking in behalf of Che Guevara in South America. 

Mr. Gonzalez. I have reference to the restrictive amendments. 

The Chairman. Mr. Stanton? 

Mr. Stanton. Mr. Secretary, many of the members of the commit- 
tee are quite concerned over the fact that, realizing our commitments 
we have in Vietnam in dollars and cents, the demand upon the budget 
at the present time, we want to look at the overall requests and gjet 
your views in general as it applies specifically to this particular bill 
in regard to the asking of an mcrease at this particular time. I wonder 
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if you could, for the benefit of the committee, answer a couple of 
questions that are in my mind ? 

Will we, shortly or in the near future, be asked for an increase in 
the amount we now contribute to the International Develo^mient 
Association? 

Secretary Fowler, That depends upon the willin^ess of other 
countries to increase their allotments to the International Develc^ 
ment Association and the willingness of the Bank management and 
other countries to accept certain proposals which we have made which 
are designed to deal with our balance-of -parents problem. 

Given the willin^ess of the other countries to increase their allot' 
ments, given a willingness of the Bank management and these coun- 
tries to go along with the balance-of -payments conditions that we have 
proposed, you would be requested to increase the allotment to the In- 
ternational Development Association. 

Mr. Stanton. Tnen, the answer would be, subject to the agreements 
of the other countries, the answer would be probably "Yes'T 

Secretary Fowler. That is right. 

Mr. Stanton. How about the Asian world bank ? 

Secretary Fowler. Asian Development Bank? 

Mr. Stanton. Yes. 

Secretary Fowler. I understand that there will be no request for 
additional authorization for direct provision to the Asian ttevelop- 
ment Bank as such; but in all probability there will be requests for 
U.S. authorization to participate in certain special funds which would 
be administered by the Asian Development Bank. 

I am not familiar with that in detail. 

Mr. Eugene Black who has been a special adviser to the President, 
and Under Secretary Barr have been working on that aspect of the 
problem. 

Mr. Stanton. The answer then would probably be "Yes?-' 

Secretary Fowler. I think that it would be, relatively, in minor 
amounts; although I am not familiar with the program. 

Mr. Stanton. How about the African Development Bank? 

Secretary Fowler. I have no knowledge what the plans are on that 
score as yet. 

Mr. Stanton. I appreciate your candid answers, Mr. Secretary. 

We are more or less committed to the increases contained in this re- 
quest. It is of deep concern to me that we are starting this period by 
increasing programs at this particular time. I say it regrettably, be- 
cause I am sure all of the members of the minority agree that the Bank, 
especially this one, has been an outstanding one and we want to see it 
continued. 

Thank you very much. 

Secretary Fowler. Could I make one comment^ Mr. Chairman ? 

I do not want my position on this to be at all misunderstood. I think 
that the increase in the commitments of the United States to both this 
organization and the International Development Association is ex- 
tremely desirable at this time in the overall national interests, as I see 
thorn, provided we can get the other countries to participate — speak- 
ing now particnhirly of the International Development Association, 
and of tlio Asian Development Bank. These multilateral institutions, 
in my judgment, on the formulas that have developed and are cur- 
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rently being developed, are the most promising avenue for increasing 
the burden sharing in dealing with the problems of the less-developed 
countries as distinct from the bilateral aid programs. 

Now, this is not to say that we do not need the bilateral aid pro- 
grams. I am not saying that. The more we can beef up a system whereby 
we can contribute 40 percent of the total rather than a system of bilat- 
eral aid in which we contribute, let us say, 60 percent of the total, that 
is a better deal. You will get more resources transferred to these less- 
developed countries, which they sorely need, and vou will get a fairer 
and more equitable degree of burden sharing tnrough these multi- 
lateral institutions than we would if we limited our activities to direct 
bilateral aid. This is the reason why the Presidents of both parties, 
and Congresses reflecting the jwints of view of both parties, have con- 
sistently supported the principle of development of these multilateral 
institutions. 

Mr. Stantox. I fully agree with you in principle. 

Secretary Fowler. Agree with me in fact now, not iust in principle. 

Mr. Stanton. What we were talking about originally was proposed 
on a 2-to-l basis. 

Secretary FowLEast. It was originally 11 to 1, and we got it down to 
3 to 1, and that is progress. There was the Social Progress Trust Fund, 
so in the first years of the Bank's operation the ratio was 11 to 1. The 
3 years which we are just now completing had a ratio of 5 to 1, and now 
we are proposing that this be reduced to 3 to 1, and the other countries 
are agreeable. 

Mr. Stanton. It goes back to what Mr. Widnall said before that 
the conditions are different than they were in 1961. 

Secretary Fowijer. The problems in Latin America are just as acute 
and critical today as they were in 1959. 

Mr. Stanton. That is right. 

Secretary Fowler. And the importance of continuing that progress, 
and not allowing it to be arrested, is very vital. 

Mr. MooRHEAD. Are we going to vote on this bill this morning? 

The Chairman. Depends on how many Members — Mr. Rees wanted 
to be heard. 

Mr. Widnaix. Mr. Chairman, I think it would be very unwise to 
attempt to cut this off at this time. There are several amendments that 
are goiiig to be offered. I think there should be full opportimity to 
discuss those amendments. There is no urgency to get this out today. 

The Chairman. I wonder if we meet tomorrow morning at 10, if we 
should not recognize first the Members who were not on the subcom- 
mittee, because the other Members on the subcommittee had an oppor- 
tunity to interrogate the Secretary and all of the other witnesses, and 
I have a feeling we should give preference to those who were not on the 
subcommittee first. 

Is there any objection to that ? 

Mr. Reuss. Mr. Chairman. I am anxious that the committee pro- 
ceed and also I would hope we would not have to keep the Secretary 
unduly long. Cannot those nonmembers of the International Finance 
Subcommittee who have not had a chance to examine Secretary Fowler 
do so forthwith so we can conclude that and allow the Secretary to 
attend to his other urgent business ? 
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The Chairman. Who would like to ask questions ? 

All right, Mr. Eees. 

Mr. Eees. Just two short questions. 

Mr. Secretary, what would be the psychological effect to tlie Inter- 
American Development Bank and to FSO and to Latin America if 
wepassed this type of restrictive amendment ? 

Secretary Fowler. Very damaging. 

Mr. Rees. Do you think it could actually injure the whole spirit of 
the Bank and of the FSO ? 

Secretary Fowler. I am afraid I will have to answer that question 
in the affirmative. I do not want to give offense, but I can't give you 
any other honest answer but that. 

I have tried, and we have tried in our negotiations and discussions 
about this local cost problem, to whittle it down to a target percentage 
that would push it just as far as we could push it without causing a 
disruption in the cooperative attitudes that we were trying to elicit 
I did not participate m these day-to-day discussions and negotiations; 
but it is my understanding that we have gone about as far as we can 
without further pressure at this time being disruptive. 

Mr. Eees. Would you say that agriculture, roads, and communica- 
tions, both inside the country and between other Latin American coun- 
tries, and education, are the three major problems in Latin America? 

Secretary Fowler. I would say so. 

Mr. Eees. And if this amendment of Mr. Widnall's were approved, 
would it hit these three programs first before it hit the other pn^rams 
in Latin America ? 

Secretary Fowler. I think that is right. I think the other needs 
in Latin America for loans, for the so-called infrastructure, harbors, 
power dams, things of that sort, the World Bank-type and the Exim- 
bank-type of loans can go a long way to meet those problems. But the 
problems that are being met by this Bank are not going to be met by 
those institutions or by the Eximbank-type of loan. 

Mr. Eees. Thank you. 

The Chairman. Mr. Blackburn, 2 minutes. 

Mr. Brown, 3 minutes. 

Mr. Blackburn. I ^ want to say, on my behalf, I certainly enjoyed 
your presentation. 

Your presentation has led to me to the conclusion that it might well 
be a mistake to put restrictive language into the appropriation. 

I think that you have convinced me pretty well it would create a 
"Big Brother" attitude or atmosphere that we are trying to avoid in 
our dealings with these countries. 

The reaction I still have, however, is concern about our national 
budgetary problem. We are not going to take in as much money this 
year as we are going to spend. 

You think that if we want to reflect our concern about the budget, 
it would be better to do so by cutting the amont of money we are obli- 
gating rather than place the restrictive language in the act ? 

Secretary Fowler. Yes. 

Mr. Blackburn. Tha/t would be the most effective way, actually, to 
help the budjQfetary problem ? 

Secretary Fowler. I would not sav that you ought to cut the amount, 
but if you have to do something, I would say that it would be the 
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least damaging. I think both would be damaging to the ongoing opera- 
tions of the Bank. It would be a very severe setback. I can't be more 
abundantly frank with you than to say that this is «t wonderful invest- 
ment for the United States. 

When I think what might happen down there absent this kind of 
activity and what it might involve in the way of cost to the United 
States 

Mr. Blackburn. I cannot quarrel with the purposes of the Bank at 
all. It is a very desirable end result. You understand that we h«.ve to 
go back every 2 years to justify this to the taxpayers, and they are the 
people who are looking over my shoulder. 

The Chairman. Mr. Brown? 

Mr. Brown. Mr. Secretary, the discussion of local costs has 
prompted another question to me, since I am not as familiar as other 
meml^rs with the operation of the Bank. 

Is the primary purj)ose of the Bank the making of loans for capital 
improvements, irrigation projects, hospitals, and so forth? 

Secretary Fowler. The texture of the Bank's loans are, I would 
say, a commnation of economic and social development : Agricultural 
projects, irrigation projects, agricultural lending operations desired 
to assist small farmers and small landholders, education projects, 
schools, universities — a good deal of local highway construction — ^this 
type of thing. 

Mr. Brown. That being the case, is it intended to be job producing, 
that these funds are to be given in loans, so as to be job producing? 

Secretary Fowler. I think that is an incidental effect. But I think 
that the project for which the loan is made is the project that is 
selected and approved because it fits into an overall country develop- 
ment pro-am recommended by the so-called CIAP — ^which is a body 
in the Alliance for Progress which reviews what each country is at- 
tempting to do. Perhaps, the; basic and; eontrcdling test is whether or 
not the application is for a loan that is » part of and in keeping with 
the country development program tjiat has general approval. 

Mr. Brown. Let me give you an example: I suppose that on irriga- 
tion projects you could either buy a bulldozer from the United States 
or get a thousand men to dig by hand. How does the Bank control the 
application of funds to what is basically a social benefit, the creating 
of ]obs, or to the buying of American-made goods in the way of capital 
equipment which would not involve local costs ? 

Secretary Fowler. I think the only fair answer I could give you 
is that both these considerations are, to some extent, taken into ac- 
count; therefore, if efforts made in the introduction of new species 
of machinery or new approaches would achieve much more efficient 
results, then it is encouraged that that be done. There are also in- 
stances where a project is being built in an area, let's say, where there 
are a large number of Indians that need some support and the project 
happens to be located in that area, and the local labor is available, and 
you might have a conflicting point of view as to what is to be done. 

Mr. Brown. In that instance, then, conceivably the social ramifica- 
tion, the job-producing aspect of use of the money, could outweigh 
the interest in making sure that American-made goods, capital equip- 
ment, et cetera, are going into a country, thereby helping our balance 
of payments ? 
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Secretary Fowler. It might. That is what we are trying to get the 
cooperation and help on from people, both on the preswitation and 
administration of this program. 

The Chairman. Mr.Wnliams? 

Mr. Williams. I only had one question which Mr. Fowler can an- 
swer for the record. 

We are talking about the restrictive amendment offered by Mr. 
Widnall. The amendment, as I understand it, simplv says that this 
money will be used for the purchase of goods and professional services 
from member countries to the greatest possible extent. I just cannot 
imderstand how this is going to get anybody upset or how this is 
goin^ to cut down on any number of projects, because apparently 
fliis IS precisely what you are trying to do now. 

Secretary Fowler. Let me give you these figures, and maybe they 
will be revealing. 

In connection with all loans in the Fund for Special Operations 
that have been made up to date, through December 81, 1966, $530 
million total loans, about $248 million have been used, or roughly 
46.8 percent, for local costs. 

Now, what you are really saying — and the reason that I am making 
dire predictions — is that kind of a program which has resulted in a 
46.8 percent of local costs — which I have told you here we are trying to 
pare down with the cooperation of these people to the 35-perceiit 
level — ^that is not enough. You have got to design a program to carry 
out the functions of this Bank that involves no local costs, except for 
technical and professional services — architects and presumably engi- 
neers, and so on. 

I have said to you that most of the local cost is in the work that 
has to be done, and you have to make an appraisal of the type and 
character of the work that has been done — ^the grmt bulk or these 
costs typically represent local labor in the construction of water and 
sewage systems, roads, classrooms, school buildingSj et cetera. I can't 
help but say to you, which is my honest conviction, that such an 
amendment would drastically change the whole diaracter and di- 
rection and skill of the program that is being carried on. 

Mr. Williams. Are the countries in which these projects are lo- 
cated member countries of this Bank ? 

Secretary Fowler. Yes. But this amendment says that you will 
use the funds only for the purchase in member countries of goods and 
professional or technical services. Ordinary labor — ^the carpenter or 
bricklayer, whatnot — ^he is out. You can't use the money for that 
purpose. 

Mr. Williams. I do not read the amendment that way. 

The Chairman. Without objection, we will excuse the Secretary 
with the thanks of the committee, and we will meet tomorrow morning 
at 10 o'clock here in this room. 

(Whereupon, at 12 :05 p.m., the committee was recessed, to recon- 
vene at 10 a.m., Wednesday, May 10, 1967.) 



Digitized by 



Google 



■'•^- TM'. 



APPENB^IX: 



(The following document was submitted f or i^iblusion in the record 
by Hon. Lincoln Gordon, Assistant $eQr^tary of State for Interna- 
tioiml Ajffairs:) <^ 

Examples OF Sexf-Helf IN Latin Amkbica 

The foUowing materials are submitted as eYi4^G^^fl4atiii American self-help 
under the Alliance for Progress. The first paper focusea specifically on the suc- 
cessful efforts of most governments of the region to increase government reve- 
nues as a key element in mobilizing domestic resources. The papers which follow 
deal with broader aspects of self-help in terms of reports from the country AID 
missions. 

The description of the increases in government revenues, the first paper, is 
based on recent work within AID/Washington which puts the accounts of widely 
varying government structures on as comparable a basis as possible and ex- 
presses the revenue growth in "real" terms, eliminating the effects of inflation. 
The bulk of the materials, which follow, are based wholly on embassy and 
mission reports received this past winter in response to a special Washington 
request for concise statements of country progress. They reflect the situation at 
the time they were written and the fact that statistical and terminological com- 
parabiUty among countries is not considered in referring to progress within 
one country compared to its own past performance. The papers are therefore 
the relevant portions of country-by-country reports direct from the field, 
presented by category of self-help. 

Latin American Incbease in Government Bsvenues 

Latin American central government revenues, according to estimates con- 
solidating aU domestic sources of revenues, have risen by about 25 percent in real 
terms since the beginning of the Alliance. Most of the increase is concentrated 
in the last 3 years, 1963-66, which have seen a rise of some 22 percent. 

This regional "weighted average" increase is the more remarkable considering 
the heavy weight of Argentina, whose revenues have actually declined since 
1961 due to sporadic economic growth and political instability. Excluding Argen- 
tina, the consolidated revenues of the region have risen some 37 percent since 
1961, while gross national product has risen 28 percent during the period. 
Therefore, while domestic revenues for the region including Argentina have 
remained at about 13 ^^ percent of GNP (actually falling during the middle 
years), they have risen from 13.3 percent of GNP in 1961 for the region ex- 
cluding Argentina to an estimated 14.2 percent in 1966. 

Although it is necessary to include the extrabudgetary accounts (special funds 
and levies not channeled through the countries* main budgets) to approximate 
uniform coverage for all countries, they tend to mask the greater improvement 
in certain countries* main budgetary revenues. This is especially true in the case 
of Brazil, which also weighs heavily in the regional total. Brazil's budgetary 
revenues have risen over 50 percent in real terms since 1961, including a growth 
on the order of 15 percent in 1966, according to latest estimates. Even though 
extrabudgetary revenues have not kept pace and were actually cut significantly 
in 1966, the consolidated accounts still show about a 37-percent increase from 
1961 to 1966, and appear to have held about even in 1966. This is due in part 
to declining revenues in the coffee fund related to crop reduction and to strong 
efforts to readjust government finances and concentrate on more economically 
sound sources of financing. 

While it should be noted that estimates including the extrabudgetary revenues 
and those showing only main budget receipts are not fully compatible because 
of the timelag in reporting the extrabudgetary accounts and that such com- 
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parisons are nat available for all countries, similar difTerences are also indicated 
for other major countries in the region. In Chile, for example, consolidated 
revenues have risen over 50 percent in real terms since 1961, with the bulk of 
the increase (a rise of some 43 percent) concentrated in the past 2 years. 
Budgetary fiscal receipts show an even larger increase, 65 percent since 1961 
and 55 percent in 1964-66 alone. In Colombia likewise, the consolidated reve- 
nues show a 26-percent increase from 1961, while the principal national govern- 
ment accounts show a 41-percent rise. 

Mexico and Venezuela, of course, show a continuing upward trend in total 
revenues. An examination of the constant-price estimates for the r^ion, in- 
deed, shows significant rises in all but a very few countries. Among these, 
besides Argentina, are Haiti (for which no reliable estimates are available) 
and Uruguay, which has always had a relatively high ratio of revenues to ONP 
and-fiBTthenjaore has been plagued in recent yeaxs.«by secioua inflation. JEivea 
certain countries with fiscal deficit problems, such as the Dominican Republic 
and Peru, would appear to be making progress in building up the revenue i^de 
of their fiscal performance ; their deficits have stemmed mainly from increases 
in expenditures. Although much remains to be done, these figures indicate that 
for most countries of the region tax reform and better management are b^g^- 
ning to show signs of progress in marshaling government resources to the 
Alliance effort. 
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Recent Country Peefobmancje, Self-Help and Refobm in Selected Couwtbibs 

agbicultube 
Brazil 

The Government has increased its budgetary allocation to agriculture trom 
4.1 percent in 1965 to about 6.5 percent in 1967. Budgeted investment in agricul- 
ture increased almost 14 percent between 1966 and 1967, the amount in calendar 
year 1966 having been $71.9 million and the calendar year 1967, $81 million. 
Among the recent improvements have been the initiative of a minimum price 
support program, the removal of price control for most major crops at the 
consumer level, the lack of control in other commodities, primarily beef and 
milk, so that prices could increase, and the formalization of administrative 
arrangements and plans for a major coordinated attack on acute economic 
and social problems in the depressed sugar zone of the northeast. Expansion of 
agriculture credit, including assistance to cooperatives, has been evident. In 
1966 the system had available the capital equivalent of $517 million, with the 
amount expected to increase to about $700 million in 1967. The number of 
agricultural loans has increased from 285,000 in 1961 to 1,140,000 in 1988^ 
or about 30 percent of the total number of farmers. By 1970, about 60 perc^ 
should be reached with a total credit fund of over $1.1 billion. 

Under an agrarian reform law passed in 1964, a national cadastral survey 
has been completed as a basis for tax assessments and new rates have been 
assigned and collected. Some lands have been expropriated and are b^ng 
distributed. Distribution of Government lands and lands obtained by voluntary 
sale included about 5,000 titles in 1966 with the figure for 1967 expected to be 
considerably higher. 

Costa Rica 

Progressive signs recently in the agriculture sector include the following: 
(1) The agricultural and livestock contribution to the gross domestic product 
in 1966 is estimated at $226 million, a 17-percent increase over 1965 and almost 
twice as high as it was in 1960. (2) As a result of increased production, banana 
and sugar exports, two of the country's major foreign exchange earners* grew 
11 percent and 82 percent respectively in 1966 over their 1965 flgurea (8) Since 
the creation of the government's Institute of Lands and Colonies in 1962, more 
than 3,900 land titles have been issued and 16 colonies established. 

Chile 

Among the recent advances in the sector, the following can be cited: (1) 
Through the deliberate attempts of the government, terms of trade bave im- 
proved, with returns to the farmer rising 32 percent in 1965, compared with 
a 26-percent rise in the cost of living index and a 37-percent rise in agrrieultural 
wholesale prices. For 1966, farmers* returns were expected to go up 2^ to 26 
percent against an increase of 17 percent in the cost of living index. (2) 
Agricultural input prices were reduced from 15 to 20 percent for major items 
in 1965, and further minor adjustments were made in 1966, (3) Goyermnent 
credit to agriculture in real terms expanded by 25.4 percent in 1965 and 58 
percent in 1966 over the 1964 level, and improved credit terms have been 
established. (4) Campesino improvement programs through the Institute for 
Agricultural Development expanded to reach 50,000 families with credit, technical 
assistance, and promotional services during 1965; an estimated 80,000 families 
benefited in 1966 from such services. (5) New agrarian reform legislation, whidi 
is expected to receive congressional approval in 1967, will help to settle t 
planned 100,000 families in 6 years. Under previous legislation. 4,000 families 
in 1965 and 6,000 in 1966 were resettled. Up to 1965 only 5,000 had been 
resettled in a 36-year period. 

Ecuador 

Agricultural Production and Reforms. — Reorganization in the Ministry of 
Agriculture as well as the establishment of 14 centralized provincial offlceff 
has brought about better coordination of programs and an expansion of field 
services. The Ministry also began implementation of a crop diversification pro- 
gram and the conversion of marginal banana and coffee lands as well as spMial 
crop production programs which resulted in expansion of acreage and/or im- 
provement of yield in priority crops. A field demonstration and training program 
in soil conservation was started in June 1966. 
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Under the agrarian reform program, approximately 20,000 rural farm families 
bave received land titles; 12,000 titles are being processed. Another 266,000 
hectares have been legalioed. 

With the expansion of agricultural credit projects for low-income farmers 
from one in 1965 to five in 1966 membership in credit unions rose to more than 
1,800 while total loans outstanding were $133,Ck)0. Preliminary organization 
was begun for seven additional projects. Other legalized credit unions increased 
from 146 in 1965 to 181 in 1966, while membership grew from 21,234 to 24,500. 
Savings Increased from $570,000 to $962,600 in the same period. Membership 
loans outstanding more than doubled. 

El Salvador 

Significant steps forward in the agricultural sector in recent years have 
included record production iu corn and rice in 1966, after years of stagnation 
in basic food crops; increased lending to Qmall and medium farmers by agrlr 
cultural credit institutions, the figure in 1965 having been $6.5 million or 
150 percent over the 1963 volume of $2.5 million; creation in late 1966 of a 
fund for economic development with $10 million in capital initially for lending 
to the private sector with priority given to agriculture and farm-linked industry ; 
establishment last year of 18 new extension service field offices for a total of 50 ; 
in 1966 more than 5,000 d^nonjstrations of the combined use of chemical fertilizers 
and improved seeds; completion in 1966 of 300 self-help houses for new land- 
owners resettled through' the Institute of Rural Colonization, the agrarian 
reform agency. 

Oiiatemala 

Ministry of Agriculture programs have called for increasing agricultucaft 
production, especially in basic food crops; encouraging diversification from 
coffee and cotton into natural rubber, fresh food, and vegetable production; 
improving marketing of basic grains and broadening agricultural arid credit 
services throughout rural Guatemala. 

An agrarian reform program through which 25,000 families have been resettled 
since it began in 1955 has taken a new direction recently with arrangements 
being made for the farmworkers on some 50 national farms to become land- 
owners. The latter program is expected ultimately to involve 50,000 people. 

Managua 

Indicative of progress in 1966 in the agricultural sector are the following : (1) 
The value of agricultural production has increased from $152 million in 1960 
to an estimated $248 million in 1966. (2) Government expenditures for agricul- 
ture have increased from $2 million in 1960 to $15.4 million in 1966. (3) Lending 
for livestock and agriculture jumped from $20.2 million in 1960 to $74.6 million 
in 1966. (4) In order to promote crop diversification, the Central Bank required 
that local banks secure foreign financing for cotton, coffee, and cattle fattening ; 
it also fioated an $80 million bond issue for diversification. 

ECONOMIC GROWTH 

Bolivia 

After years of relative stagnation, the Bolivian economy is developing at a 
brisk pace. The annual rate of growth of real domestic product has risen from 
about 2 percent for the period 1958-61 to nearly 6 percent for 1962-65. Per capita 
GNP, in real terms, has risen an estimated 32 percent since 1958, at an average 
annual rate of 4 percent. Three-quarters of this increase has taken place since 
1962. The GOB program of financial and price stability was instrumental in the 
rise of Bolivia's foreign exchange reserves when mineral prices soared during 
1965 and 1966. Bolivia's net foreign exchange position (the strongest in over a 
decade) increased from zero (1962) to $36.1 million (1966). 

Gross fixed investment has been steadily increasing from $77 million (1962) to 
$100 million (1965) to an estimated $124 million (1966). There are encouraging 
signs that, due to political stability, domestic private investment is increasing 
substantially. 

Costa Rica 

In 1965, Costa Rica's GNP was $593.4 million, an increase of 7.2 percent from 
1964 and 17 percent higher than 1962. In 1966, GNP is expected to reach $629 
million, up 6 percent from 1965. In spite of a rapidly expanding population (3.8 
percent annual growth rate), in 1965 per capita income rose 3 percent to $395. 
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A 2 percent increase in per capita income is expected for 1©66. Gross domestic 
investment was $110.7 million in 1965 or 19 percent of GNP compared with a 
.$14.5 percent average during 1962 and 1963. In 1965, gross domestic investment 
was up 39 percent from tlie previous year when investments were postponed 
because of volcanic eruptions. Investment is expected to increase by 7 percent 
in 1966. 

Chiatemala 

The high growth rate which has characterized the Guatemalan economy since 
1963 continued into 1966. In 1965, GNP rose 7.7 percent over 1964 levels to $1,410 
million (1965 prices). By the end of 1966, it is expected to reach approximately 
$1,500 million for a 6.5 percent gain. Per capital GNP since 1963 has grown 13 
percent despite an annual population growth rate of approximately 3.2 percent 
Gross investment for the 4>year period rose from $130 million to $210 million 
and now stands at 14 percent of GNP. 

Honduras 

The record for 1966 generally indicates an improvement over 1965 though not 
as dramatic as the 1964-65 experience. The Central Bank's estimate of Honduras' 
GNP for 1966 is $528.5 million, an increase of 5.8 percent (in current prices) over 
1965. This is a conservative estimate ; the rate of GNP increase for 1966 may w^ 
be closer to 8 percent. In any case, the increase for 1966 is not expected to match, 
much less exceed, the 1965 revised growth rate of 9.6 percent. A generally im- 
proved economic atmosphere, a moderate increase in agricultural productivity 
(mainly in bananas), and an increased dynamism within the Industrial sector, 
have been the principal causitive factors for the continued economic expansion 
during 1966. 

Nicaragua 

Nicaraguan gross national product, stated in 1962 prices, increased from $390 
million in 1961 to $550 million in 1965. Annual increase in GNP during years 
3962-65 averaged 9 percent. Despite a 3 percent annual population growth rate, 
real per capita GNP has increased an average of about 6 percent annually since 
1961, clearly exceeding the 2.5 percent Alliance target. Gross domestic investment, 
stated in constant prices, nearly doubled between 1961 and 1965. 

Peru 

Peru has experienced the most impressive economic growth of any Latin Ameri* 
can country over the past 7 years due primarily to thie extraordinary performance 
of its private sector which has been providing over three-fourths of gross invest- 
ment and the foreign exchange earnings which are needed for sustained develcq;^ 
ment. During the period 1959-65, GNP has increased an average of 6.5 percent 
and per capita GNP 3.9 percent — the highest percentage increases for the period 
in Latin America. November 1966 estimates indicate that the growth rate in 
1966 will again exceed 6 percent. 

This overall growth rate has been sparked by a high level of gross investment 
and a remarkable growth in exports. Peru's exports increased 19 percent per year 
in the period 1959-64 and 160 percent over the period 1955-65 which was again 
the highest percentage increase in Latin America. Exports leveled off on a high 
plateau in 1965 but are again increasing, being up 7 percent for the first 9 montibs 
of 1966. Per capita income in Peru's coastal areas has increased 28 percent since 
1959. Peru's excellent economic growth, however, has been unbalanced and 
tremendous regional disparities continue. Since coming to oflSce in mid-1963, 
President Belaunde has greatly expanded public sector investment (89 percent 
increase in investment in constant prices in 1965 over 1963) and necessary in- 
frastructure operating expenses in an attempt to help low-income groups and 
decrease regional income disparities between the coast and the rest of Pern. 

Venezuela 

The Venezuelan economy continues to meet overall growth targets, with 1965 
GNP (in 1965 constant prices) increasing by 5.1 percent over 1964 largely due 
to the strong performance of industry, construction, and agriculture which offset 
the decline in the rate of growth of the petroleum sector. The long-term growth 
trend is being maintained at a rate considerably higher than the estimated ZJ5 
percent annual demographic increase ; the average annual GNP increase in 1966 
constant prices has been 5.9 percent for the 4-year period 1962-65. Average 
annual GNP per capita increase for the period has been 2.3 percent 
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ECONOMIC INTEGEATION AND TRADE 

Brazil 

The Brazilian Goyernm^nt has developed an effective export promotion pro- 
gram including a realistic exchange rate policy, elimination of exchange restric- 
tions and controls, expansion of export financing, and a sweeping simplification 
of export procedures. These measures have resulted in a substantial increase in 
the export of nontraditional commodities. In June 1964, the GOB negotiated 
the rescheduling of its large foreign debt and has greatly improved its balance 
of payments, accumulated foreign exchange reserves of over $450 million, liqui- 
dated commercial arrears, and reestablished Brazil's international credit stand- 
ing. On the import side, Brazil has recently taken some important steps that 
Indicate a desire to shift from a very protectionist-oriented economy to a more 
internationally oriented one. Recognizing the need to increase competition, in- 
crease productivity, and lower costs in Brazilian industry, and expand the fiow 
of resources from abroad, the Government has substantially lowered the cost 
of importing through a series of changes in tariffs, exchange surcharges, and 
administrative practices. Laws scheduled for implementation on March 1, 1967 
should bring a sharp reduction in tariff levels and provide a broader basis for 
tariff exemption. 

A new agency is being created to foster development of Brazil's great tourist 
potential, and various financial Incentives have been established to promote 
private investment in hotels and other tourism facilities. Brazil is a member of 
LAFTA and Brazilian trade with this area has increased both in absolute terms 
and as a percentage of total Brazilian trade. 

Costa Rica 

In 1966, the Government of Costa Rica created the Office of Economic Inte- 
gration within the Ministry of Industry to assist in accelerating economic inte- 
gration and to resolve any trade confiicts between Costa Rica and the other 
Common Market countries which might hinder the integration process. Costa 
Rica exports to the CACM in 1965 reached $18.2 million, an increase of 18 percent 
over 1964. In 1965, Costa Rica imported $14.6 million from the CACM, surpassing 

1964 imports by 76 percent. Costa Rica has maintained a favorable balance of 
trade within the CACM, especially in 1964 and 1965 when exports exceed imports 
by 48 and 20 percent respectively. In 1966, exports to the CACM may well top 
$20 million and imports $15 million. 

Nicaragua 

Nicaragua's participation in the Central American Common Market has con- 
tributed to a sharp increase in its total volume of trade with its neighbors. 
Exports climbed from $1.8 million in 1961 to $12.4 million in 1965 while imports 
rose from a level of $2.9 million to $21.4 million. 

Mexico 

Mexico's trade in 1966 with other LAFTA nations increased 36 percent over 

1965 (January to June data), compared with about a 26 percent rise in 1965 over 
1964. Mexico's overall trade also has increased. Through September 1966, exports 
were up 14.7 percent over the same period in 1965, while imports rose only 1.4 
percent. The respective increases in the full year 1965 over 1964 were 8.6 percent 
for exports and 4.5 percent for imports. Thus, progress is being made in reducing 
the persistent trade gap. 

While the trade gap has been bridged in considerable part by net gains in 
growing tourism and in border transactions, Mexico has at the same time made 
special efforts to increase foreign exchange earnings through enlarged and 
diversified exports. The efforts have included greater emphasis on trade missions 
and promotional trade conferences, enlargement and strengthening of domestic 
trade advisory bodies, and expansion of commercial contacts in Central America. 

Uruguay 

In January 1965, the HOU established a board for the promotion of nontradi- 
tional exports to encourage export sales and help offset the over-balance on agri- 
culture for foreign exchange earnings. 

Uruguay is a charter member of LAFTA, a major instrument to achieve wider 
markets and greater trade among member countries. Uruguay exports to the 
zone had risen from $6 million in 1961 to $15 million in 1965 and early estimates 
from 1966 are that such exports may approach $25 million. 
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Venezuela 

The protracted domestic debate about Venezuela joining the Latin American 
Free Trade Association ended on August 31, 1966, when the country formally 
deposited instruments of ratification in Monterideo. Venezeula has recoitly 
participated in the sixth period of negotiations for the national lists. 

Chile 

Chile is a member of LAFTA and has been encouraging more rapid progress 
toward an eyentual conmion market Import restrictions have been liberalized 
through the reduction of the foreign exchange waiting period (from 120 to 70 
days legally, and de facto now about 60 days), by not implementing other import 
restrictions still legally in effect, and through the reduction of prior depcMEdts, 
additional taxes and surcharges on a wide variety of capital equipment. Bxport 
promotion measures have been approved by the Congress including rebates of 
import duties and other taxes and credits for the production of selected export 
products. 

EDU0ATIOI7 

BoUvia 

(1) An Inter-Ministerial Commission on human resource planning was estab- 
lished during 1966 and is working with the AID-sponsored team from Ohio State 
University to develop a 15-year human resource-education plan for Bolivia; 
(2) educational expenditures are estimated to have totaled 25 percent of the 
central government expenditures in 1966 as compared to an estimated 16 percent 
in 1963; (3) the Ministry of Education in conjunction with USAID has Insti- 
tuted a curriculum revision program and associated teacher training programs to 
update the present curriculum established in 1942; (4) in 1966 a 1 percent tax 
on urban salaries was initiated to finance new urban school construction, an 
estimated $500,000 was collected by the end of 1966; and (5) textbook distribih 
tion has totaled more than 1,000,000 since 1963, with the greatest thrust in the 
program having been in the last 2 years. 

Brazil 

(1) A 10-year development plan for education is being prepared. At the same 
time, the Government is sponsoring a program to develop the planning com- 
petency of educators, state secretaries, and federal staff for elementary, second- 
ary, and higher education. (2) The Government continues to try to reduce 
illiteracy ; a major demonstration effort is now underway in tiie northeast where 
there will hopefully be 1 million new literates by 1969. (3) Increased efforts by 
the Brazilians to increase educational opportunity have included the initiation 
of a new scholarship program at the secondary level for children of labor union 
members (more than 22,000 scholarships were provided in 1966) and the expan- 
sion of former programs. Also, enrollment in public secondary schools has in- 
creased. In 1956, 34 per cent of the total secondary school enrollment was in 
public secondary schools ; in 1965, this proportion was 49 per cent. (4) Moderniza- 
tion in curriculum at the secondary level has continued, with more than 200 
special vocational shops or classes having been developed in 1966 as compared 
to 100 in 1965 in schools which formerly were strictly academic. (5) The Gov- 
ernment has launched a program designed to provide free textbookis for elemen- 
tary and secondary school students and to provide textbooks at cost for students 
in higher education. A goal of 51 million books within a 3-year period has been 
set. 

Ecuador 

(1) The budget of the Ministry of Education rose from approximately fl5J6 
million in 1960 to approximately $25.5 million in 1966. (2) At the primary 
education level, 2,400 classrooms have been built in the last 5 years, for 
which local agencies or communities have paid 35 percent of total costs, extend- 
ing education to about 100,000 more youngsters. About 75 percent of eligible 
children are currently enrolled in primary schoola (3) Secondary education 
enrollments have increased by 69 per cent in the last 5 years, and over 400 new 
classrooms have been built In vocational secondary education, enrollments have 
been increased by 80 percent and graduates have increased by 150 percent in 
the last 5 years. (4) University enrollments over the last 5 years have shown 
a gain of about 4,000 students or a 66-percent rise. However, less than 8 percent 
of apTo-oligible youth currently are enrolled in university programs. 
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Ouatemala 

(!) More than 1,000 new teachers have been added to the staff of the Minis- 
try of Education in the past 3 years, an additional 1,100 teachers were to have 
been hired in early 1967, principally to serve rural schools. (2) The Ministry 
has undertaken a special literacy program in the non-Spanish-speaking Guate- 
malan Indians in addition to its continuing adult literacy campaign which 
reaches 80,000 annually. (3) A school construction program which in the past 
received some support from AID is now completely financed by the Government 
During the past 5 years approximately 3,000 new classrooms have been con- 
structed. (4) The Government's annual budgetary support to the national 
university has grown from 2 to 2.5 percent of the national budget 

Hondurcts 

(1) The Government has increased its budget for the Ministry of Education 
116 percent since 1961. (2) The Planning Office, created in 1965, has produced 
a national education plan in cooperation with the National Planning Council. 
(3) Programs initiated by AID, primarily in rural primary school construction 
and in inservice training for teachers, have been taken over by the Government 
and expanded. (4) Enrollment in elementary schools increased by more than 
47,000 students in 1966, surpassing the goal established earlier. (5) A 5-year 
program for the reform of higher education has been developed by the planning 
division of the National University. Portions of the program have been imple- 
mented already with the prospect tiiat the rest of the plan will be approved and 
in operation before the end of calendar year 1967. 

Nicaragua 

(1) The Government budget for education grew from $5.2 million in 1961 
to $12.5 million in 1966, slightly increasing its share of a rapidly growing total 
budget (2) The number of normal school graduates increased from 146 in 1960 
to 840 in 1966. (3) The annual increase in primary school enrollment has aver- 
aged about 10 percent. Also, the percentage of primary school-age children 
attending school has increased from 47.7 per cent in 1960 to 60.3 percent in 
1966. Total school enrollment is up from 163,500 in 1960 to 271,800 in 1966. 

El Salvador 

(1) Expenditures for education rose from $13 million in 1960 to $22 million 
in 1965. Twenty-one percent of the 1966 budget is allocated to education as 
compared with 18 percent in 1962. (2) Enrollment in all primary schools in- 
creased by 12 percent between 1962 and 1965, but by 30 percent in areas served 
by AID schools during the same period. (3) More than 1.2 million new primary 
textbooks, written and produced with AID assistance, are being introduced in 
the school system and 3,000 teachers received inservice training in their use 
during 1966. 

HEALTH 

BoUvia 

The Bolivian Institute of Occupational Health, organized in 1963 has examined 
over 90,000 patients and has initiated treatment on all patients, mostly miners, 
found to have silicosis or T.B. Bolivia's infant mortality rate has fallen from 
140 to 120 per 1,000 babies between 1965-66. 

Nine community self-help potable water projects were completed during 1966 
as compared with five the year before. These projects were constructed with 
50 percent or more of the cost contribution coming from the community served, 
and have increased to over one-third the percentage of rural population covered 
by potable water projects. Over 120 additional towns have submitted applications 
pledging 50 percent cash contributions for construction of new water supply 
systems. 

Brazil 

Brazil is bearing the greater part of the cost of the largest malaria eradication 
effort in the Western Hemisphere, outside support being received from AID and 
PAHO. By means of a newly established national water fund, loans are limited to 
those municipalities willing and able to maintain well-managed self-supporting 
water systems. By December 1966, 17 loans had been made to benefit over 1,500,000 
people. Twenty-five more loan requests are now pending and others are also 
anticipated. A program has been initiated to improve planning and administra- 
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tion of the Federal Health Ministry and of health services in key states, and a 
small organization, reporting to the Ministry of Health, has been created in this 
process. Research on aspects of population problems has begun, iMurtiLcularly at 
the University of SSlo Paulo, and medical and university interest in demographic 
studies is evident in other urban areas. 

ColomUa 

The national health program is currently over 800 health centers and rural 
clinics throughout the country. The number of hospital beds increased from 43,466 
in 1960 to 47,377 in 1965. The death rate per 1,000 of population, fell from 12.9 in 
1960 to 9.8 in 1965. Potable water was available to 85 percent of the urgan popula- 
tion in 1965 compared to 75 percent in 1960. An estimated 62 percent of the urban 
population had access to adequate sewerage systems, comimred to 53 percent in 
1960. 

El Salvador 

Ten rural mobile health units were operating in 1966, serving a population of 
over 550,000 people in 63 rural communities and environs. In fiscal year 1966, over 
280,000 individual consultations were provided. 

El Salvador's first family planning program began operation in March 1966 
with AID assistance. By the end of 1966, 17 clinics were functioning, and provid- 
ing clinical services at an annual rate of over 25,000 consultations. 

Construction began in September 1966 on a program for 50 permanent rural 
health clinics, utilizing an AID loan of $700,000. These clinics will replace ecMne 
of the service now provided by the mobile health units. 

As a result of Alliance programs, 70 percent of the urban population had pot- 
able water in 1965, up from 50 percent in 1960. 

Eleven percent of the 1966 national budget was allocated to public health afi 
compared with 9 percent in 1965. 

Nicaragua 

The number of physicians per 10,000 people increased from 3.7 in 1960 to 4.3 
in 1965. Infant mortality, 54 deaths per 1,000 live births, is the lowest for the 
region. The GON began a public program in June 1964 to reduce the death rate 
by mass immunization against smallpox, diphtheria, whooping cough, tetanus, 
and poliomyelitis. GON resources devoted to health increased from $3 million in 
1960 to $15 million in 1966. 

Panama 

Expansion of health services and facilities in Panama is based upon priorities 
set forth in the national health plan for 1962-70. In 1966 construction was 
started on the last two of 11 regional health centers and the GOP has pro- 
vided money in its budget for the complete support of seven rural mobile healtb 
units. In the last year, there have been more than 170,000 visits to these new 
facilities. 

Several significant advances in the implementation of the national health plan 
will accompany four health loans proposed for 1967 : Aguadulce Regional Hos- 
pital, rural potable water systems, rural mobile health extension, and malaria 
eradication. 

T^vo health related programs, one in population planning and the other in nutri- 
tion, received increased emphasis in 1966. Significant in the case of the former 
was the establishment of a population control clinic. Three ministries are co- 
operating in an effort to combat malnutrition. The Ministry of Health has rmdet- 
way an applied nutrition program, the Ministry of Education is supporting tte 
program by encouraging school gardens and is spreading the school lunch pro- 
gram to more schools, and the Ministry of Agriculture backs the national nutri- 
tion program through its extension agents. 

Paraguay 

GOP planning priorities, aimed at a reduction of the infant mortality rate, 
eradication of malaria, and the control of contagious diseases, are being imple* 
niented by programs for improved water supply facilities, health centers and 
hospitals, school nutrition, medical and nursing training, and progressive develop- 
ment of a social security system. The GOP-USAID jointly funded rural health 
program was turned over to the Ministry of Health in 1964 and now is heioif 
carried out with local resources. Between 1959 and 1965 more than 11,000 latrines 
were repaired and more than 13,000 were constructed in homes and scliools. In 
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cooperation with UNIOBF and the Pan American Sanitary Bureau, the Ministry 
is constructing and repairing deep wells for health centers and schools, with 
more than 1,500 wells construct^ by 1965 for the benefit of approximately 
150,000 persons. At the present time the GOP is taking self-help «»teps to initiate 
an 8-year malaria eradication program. 

Peru 

Since 1960, life expectancy has increased from 47 to 55 years ; the number of 
physicians and hospital beds per 10,000 has increased in spite of a very rapid 
(3.1 percent) population increase; and the annual amount spent by the GOP on 
health programs has increased in constant prices over 60 percent. Eleven new 
general hospitals are under construction or have been completed since 1964. In 

1965 a Center for the Study of Population and Development was established 
with GOP supi)ort and is carrying out a number of demographic and family 
planning research projects. In 1966 Peru completed ambitious nationwide polio 
and measles immunization campaigns. 

The amount of money obligated for new, improved, or expanded water and 
sewerage systems has increased by over 5,000 percent since 1960. As a result, 
marked progress has been made toward the goal of providing potable water and 
sewerage facilities to 70 percent of the urt)an xwpulation and 40 percent of the 
rural population in the decade 1960-70. Peru's second city, Arequipa, has a new, 
expanded water and sewerage system and after 2 years of construction Lima's 
new system is more than 60 percent completed. Sixty-five new community water 
systems in cities and towns with over 2,000 people have been completed since 
1960. 

MONETARY AND FISCAL REFORM 

Arffentina 

President Ongania's second policy statement placed the promotion of exports 
and the control of infiation as highest priority goals. The cost-of-living index 
has not risen as sharply in 1966 as it did in 1965 ; as of November the annual 
rate of increase was 26 percent as against 40 percent last January. 

The Government seems predisposed to allow wage increases amounting to 
30 percent as evidenced by recent rises secured by the metalworking and textile 
industries. The two Governments have also effected no less than 18 increases 
in public utility, transportation, and petroleum product prices since January 1. 

In November the peso was devalued for the third time during 1966, and the 
equivalent dollar value at the oflacial rate exchange is now 33 percent lower 
than it was at the beginning of the year. 

The state railways, which absorb 55 percent of the national treasury deficit 
of 164 billion pesos, is another target for reform. The Government has intensified 
its public-relations campaign to pave the way for general acceptance of a restruc- 
turing of the system which will include efficiencies in personnel utilization, 
elimination of uneconomic branch lines, and increases in fares and tariffs. 

Bolivia 

Bolivia has had a single, stable exchange rate since 1958. The price level, 
as reflected in the La Paz cost-of-living index, is one of the most stable in Latin 
America. In 1961 the annual increase in the index was 6.8 percent, in 1963 it 
was 0.1 percent, and 2.9 percent in 1905. The annual increase in the index for 

1966 will be somewhat higher ( 8 to 9 percent) . 

An indication of the partial success of the Triangular Plan for COMIBOL 
(the semiautonomous Government mining corporation) was the fact that it paid, 
in 1966, around $4 million in taxes to the Central Government. High tin prices, 
coupled with actions undertaken to strengthen COMIBOL resulted in a 25-percent 
reduction in costs and an operating profit for the first time in this decade. 
OOMIBOL's improvement was a major factor in the better performance of public 
sector finances for 1966. Public-sector dissavings were reduced 42 percent be- 
tween 1963 and 1965, from $60.5 million in 1963 to $35 million in 1965 (these 
data are at best approximate). The current deficit of the Central Government 
has been steadily falling during recent years. In 1963 the figure was $47.1 million ; 
by 1965 the current deficit had dropped to $10.1 million. 

BrazU 

The Brazilian Government's stabilization program has reduced the rate of 
inflation from an annual rate of over 140 percent in March 1964 to about 40 
percent during 1966. For the last semester of 1966, the price increase averaged 
less than 2 percent per month or an annual rate of about 24 percent. A further 
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reduction to an annual rate of about 10 percent is anticipated by tlie end of 
1967 as a consequence of tlie continuing measures to eliminate the federal budget 
deficit, to maintain noninflationary credit and wage policies and a realistic 
exchange rate. Moreover, removal of price controls on agricultural products, 
which contributed to the price increases in 1966, is now starting to show favor- 
able results in the form of higher production. 

The massive budget deficits of the Goulart regime, the major factor in the 
near runaway inflation, were reduced in excess of 60 percent from 1964 to 1966. 

Chile 

Chilean monetary and fiscal reforms have resulted in the following: (1) The 
inflation rate in 1966 was held to 17 percent, the lowest since the start of the 
Alliance, and significantly lower than the 26-percent rate in 1965, and the 1964 
and 1963 increases of 38.4 and 45 percent respectively. (2) Fiscal revenues 
(which are virtually all tax revenues) rose almost 23 percent in real terms in 
1965 and are estimated to have increased by 22 percent in 1966. These receipts 
had averaged about 16 percent of GNP in 1963 and 1964 but expanded to about 
19 percent in 1965 and 20 percent in 1966. These increases resulted in large 
part from improved tax administration and collection techinques as well as 
rate and structural reforms. (3) Budget reforms designed to strengtbein the 
system of controls over commitments and expenditures were set forth in a new 
organic budget law which has been introduced into Congress incorporating 
these controls and establishing other reforms in the budget structure and sys- 
tem. The law is expected to pass in early 1967. (4) Exchange rate depreciation 
during 1966 exceeded consumer price increases by 3 percentage points (20 versus 
17 percent) and it is Chilean Government i)olicy to continue depreciation at a 
rate suflScient to bring the value of the escudo into a more acceptable relation- 
ship to the dollar. (5) The growth rate in fiscal sector current account transfers, 
which was 24 i)ercent in real terms in 1965, was reduced to 15 percent in 1966 
and should be further reduced in 1967. (6) Decentralized agency reforms in 
1965-66 included the preparation of draft legislation to create a new Ministry 
of Public Works and Transport, increased rates for domestic maritime, air, and 
rail services, arrangements for technical assistance to several agencies, and the 
introduction of numerous cost-saving measures. 

Colomhia 

The program year from September 1965 to August 1966 saW major achieve- 
ments in monetary and fiscal reform. A series of measures by Finance Minister 
Vallejo increased the exchange rate for buying dollars, liberalized imports 
accompanied by higher tariffs, imposed new taxes, improved tax administration, 
provided for self-financing by the coffee federation, and maintained fairly tigM 
control over the money supply. As a result, the budget temporarily ran a surplus 
despite sizable increase in investment expenditures. 

In the fiscal field, a new system for withholding income taxes has be«i 
scheduled to start in 1967, which will increase in gasoline taxes as part of its 
program for 1967. 
Nicaragua 

Nicaragua has experienced remarkable price stability since the Alliance began. 
Despite a doubling of the money supply during the period to finance expanded 
economic activity, the cost of living index for Managua increased about U pe^ 
cent during years 1961^66. Conservative monetary policy by the Central Bank 
has been instrumental to the achievement of sustained growth without inflation 
during this period. 

Mexico 

The new administration has achieved considerable success in coping with 
inflationary pressures. Wholesale prices advanced only 1.9 percent in 1965 and 
on the basis of data thus far available may have risen about about 2.2 percent in 
1966. Retail prices and the Mexico City cost-of-living index have in recent montiis 
moved up at a faster pace, but the Government has warned that it is prepared 
to put more items under price control if necessary to maintain price stability* 

The heavy short-term external debt inherited from the previous regime has 
been skillfully handled. Not only were external borrowings $300 million tew 
in 1965 than in 1966, but extensions of some short-term debt to medium term 
and of some medium term to long term were negotiated to bring the total debt 
servicing burden to a more manageable level. 
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Peru 

Peru has accomplished its excellent economic growth during the first half 
of the 1960*s while at the same time enjoying, by Latin American standards, a 
high degree of economic stability. Until 1964, Peru experienced only a moderate 
rate of inflation. Price increases averaged only 6 percent per year during the 
period 1960-63. In 1964, largely as a result of wage increases, shortages of 
basic agricultural commodities, and deficit financing in the public sector, prices 
rose about 10 percent and in 1965 increased again about 15 percent. The mone- 
tary authorities, with the agreement of the IMF and IBRD, in late 1965 sought to 
take measures to reduce infiationary pressures and attempt to bring budgetary 
deficits in 1966 within manageable proportions. By restricting central govern- 
ment borrowing from the central bank and maintaining tight controls on credit 
expansion, the rate of increase of prices has been held down. Price increases 
for 1966 will come to less than 10 percent, representing a big improvement over 
1965. 

In an increased effort to maintain financial stability, Peruvian fiscal authori- 
ties, following the recommendations of the IMF and IBRD, revised their 1966 
budget plans downward in an attempt to reduce the size of the public sector 
deficit. However, the reduction of expenditures and maintenance of tight control 
over fiscal operations has proven very diflScult, given the inadequacies of Peru's 
public administration and continued developmental pressures for increased 
public sector investment. 

In a further effort to reduce the 1966 governmental deficit, the Ministry 
of Finance announced in September 1966 the imposition of an austerity-type 
cash budget for the remainder of 1966. It also embarked on a program calling 
for a converted effort to obtain the greatest amount of revenues from existing 
taxes. Fiscal authorities are now considering new measures to increase public 
sector revenues and public sector current savings for 1967. 

Uruguay 

The GOU-IMF agreement, concluded in May 1966, required a restriction on 
credit which the GOU successfully maintained. At the end of September, central 
bank credit was some 1,400 million pesos below the ceiling permitted to be 
reached by December 1. In the weeks preceding and following the November 27 
elections, credit practices loosened and it is not possible at this time to estimate 
whether the entirely satisfactory GOU performance will be maintained to the 
end of the year. 

The constitutional reform voted in the recent elections provides for an inde- 
pendent central bank with a reorganized directing body that should make bank 
operations more eflScient. Implementing legislation will depend upon the next 
Parliament 

Exchange rate adjustments lagged and became unrealistic in the weeks prior 
to the elections. This deficiency was corrected the day after the elections, 
which may act to stimulate exports. However, at the same time changes were 
made in export taxes which reduced the net gain to the exporter and thus reduced 
the export effect of the realistic adjustment of the exchange rate. 

Venezuela 

Venezuela has had social and development-minded governments during the 
period 1961-66 which have followed sound and confidence-inspiring monetary 
and fiscal policies. Venezuelan currency continues strong in relation to the 
dollar; gold and foreign exchange reserves have grown from $585 million at 
yearend 1962 to $853 million at yearend 1965, a 44.4 percent increase. As a re- 
sult of tax reforms introduced in 1961 and devaluation of the bolivar, budgetary 
deficts were eliminated, and each year from 1962 through 1965 there has been 
a comfortable though declining budget surplus. The outlook for 1966 is less 
favorable because total expenditures are growing at a time when the rate of 
growth of oil revenues, which account for 64 percent of receipts, is declining. 
The national budget has grown from the equivalent of $1,243 million in 1961 
to $1,745 million in 1966, a 40 percent increase. At the same time, stability has 
been maintained to a remarkable degree with wholesale prices having advanced 
only gradually from 100.0 in 1961 to 116.4 in 1965 ; cost of living statistics for 
the city of Caracas from 100 to 103 in this period. 
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NATIONAL PLANNING 

Argentina 

On September 30, the government passed a new development law which in- 
stituted the national system of planning and action for development Under this 
law the President of the country assumes personal responsibility for develop- 
ment planning as head of the National Development Council (Conade) whidi 
is to be the implementing agency. The law further (1) provides for integration 
of development planning and security planning; (2) calls for participation by 
all levels of the public sector, national, state, and municipal, in the planning 
process; and (3) sets up guidelines to be followed by the private sector. 

Chile 

Progress on national planning has effected the following: (1) A national 
planning office (Odeplan) was established in 1965. During 1966, progress has 
been made in refining the development planning process. In preparing a na- 
tional development plan for 1967-71, separate sectoral planning groups have 
been established in key sectors, including agriculture, education, industry, hous- 
ing, health, and others, and a project planning capability is being incorporated 
into the work of these groups. Preliminary global planning projects have be«i 
made, and interagency coordination of economic planning is improving; (2) 
technical assistance coordination has improved essentially due to the eiffects 
of both the national planning office technical assistance coordination staff and 
improved communication and coordination between international donors includ- 
ing AID, U.N., and private foundations; and (3) improved direction and co- 
ordination of national economic policy has been achieved through the creation 
of a Cabinet-level economic committee chaired by the Mnance Minister. This 
committee is directing the work of the national planning office and has decision- 
making authority on broad financial economic planning issues. 

Honduras 

In October 1965, the National Economic Council was reorganized under the 
Ministry of the Presidency as the Superior Council of Economic Planning and 
was given new powers for coordination and integration of public sector activities 
and budget plans, including evaluation of projects of autonomous and semiaa- 
tonomous organizations. At that time, a 5-year plan was presented to the as- 
sembly and to the business community as well as to the CIAP. The plan invoi- 
tories public investment projects for 1965 and 1966 and projects basic economic 
growth requirements and actions the Council feels necessary to achieve develop- 
ment objectives. The plan calls for an increase in public investments from 
$16.7 million in 1962 to $40.4 million in 1966, and up to $67.5 million in 1969. 
The council, which originally ignored the educational sector in the 5-year plan, 
has recently developed a plan for the expansion and long-term development of 
the country's primary, secondary, and university level education programs. 

Mexico 

Planning is carried out through an intersecretarial committee composed of 
representatives of the Secretariat of Finance and the Secretariat of the Presi- 
dency. An overall economic development plan has been prepared and is now 
being considered by the various agencies concerned. Meanwhile, regional devel- 
opment programs involving infrastructure investments and crossing federal and 
state jurisdictions are being carried out in half a dozen regions in Mexico. 

Panama 

During 1966, the GOP department of planning concentrated its efforts on the 
following activities: preparing the national economic development plan 1968-T2; 
preparing development projects and feasibility studies; increasing the amount 
and improving the quality of economic statistics collected ; developing plans for 
the reorganization and improvement of governmental ministries; and, calling 
and conducting budget and investment hearings at which GOP ministries and 
independent agencies presented their operating and investment proposals for 
1967. An AID-financed team of planning experts began in February 1966 to assist 
their counterparts in performing planning tasks and at the same time training 
Panamanian technicians to strengthen the GOP department of planning. 

Paraguay 

The GOP established a Planning Secretariat for Economic and Social Devel- 
opment in 1962, and has received moderate AID assistance since that time. A 
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preliminary development plan for 1965-66 was published in 1965. It was evalu- 
ated by an ad hoc committee of GIAP. 

In August 1966 a revised 2-year plan was published for 1967-68, incorporating 
many of the CIAP Committee's recommendations. It is felt that, in general, the 
revised plan is much more realistic in its development targets and more accurate 
in pinpointing obstacles to development than its predecessor. It is regarded as 
another important step toward a more rational allocation of resources for Para- 
guay's development program. A longer-range, 10-year development plan is being 
prepared. 

Uruffuay 

In October 1965 the National Planning Commission CIDE published a 10-year 
development plan plus an emergency economic stabilization program. The GOU 
National Council approved the plan and legislative approval is pending. Certain 
plan proposals were incorporated in the constitutional reform measures which 
were voted approval in the recent elections. These include modernization of the 
social security system, and the creation of a Budget and Planning Office in the 
Office of the President (this Office will take over the function and personnel of 
CIDE and will continue CIDE's planning duties). The introduction of perform- 
ance budgeting is also a part of the reform. The reform also calls for realinement 
of certain ministries* functions proposed in the CIDE plan. 

Venezuela 

Venezuela has an effective national plan wtih a competent planning entity 
(Cordiplan) which enjoys the full confidence and support of the Government. 
Purpose of the plan is to transform a petroleum economy into a broadly based 
modem agricultural and industrial economy while improving liviug conditions 
for the Venezuelan i)eople ; the plan is revised on a continuing basis with major 
revisions at 2-year intervals. In November of 1962 Cordiplan submitted its 
1963-66 "4- Year Plan of the Nation" to the CIAP's Panel of Nine. In November 
1963 the Panel of Nine issued its evaluation which recommended higher public 
expenditures in certain areas. These recommendations were substantially in- 
cluded in the subsequent "Leoni plan," and later incorporated into the 1965 
fiscal budget. The revised plan for 1965-68 was released in August 1966 ; it does 
not vary greatly from the outlines of the 1963-66 plan; annual GNP growth 
rate continues to be projected at 5.6 percent in current prices. The new plan 
depends heavily on a projected 4-percent annual increase in petroleum, which 
may be optimistic ; it anticipates a slight decrease in the growth rate of indus- 
trial production but includes increases in housing and agriculture. 

PRIVATE ENTEBPBISB 

Argentina 

Possibly one of the most important developments during 1966 was the reversal 
of Government policy toward the petroleum industry. The lUia regime had 
annulled the contracts of the petroleum companies (mostly Americans) and had 
concluded settlement agreements with all but three of these companies ; the new 
Government has reopened negotiations with the remaining three. All renegotia- 
tions center about the companies' continuation of exploration and production. 
It has become evident that YPF is in no position to make Argentina self-sufficient 
in petroleum and therefore the Government has recognized the role private 
enterprise (largely foreign) must play in the development of the industry. The 
granting of real concessions, which would necessitate an amendment of the 
"Ley de Hidrocarburos," is being widely urged by the economic press. 

Brazil 

The Brazilian Government has taken active steps to encourage a resumption of 
private foreign investment, which virtually ceased from 1962 to 1965, including 
a liberalization of restrictions on profits remittances, the opening up of minerals 
development to domestic and foreign enterprise, maintenance of realistic foreign 
exchange rates, and the settlement of the Amforp (American and Foreign Power 
Ck>mpany) case. An investment guaranty agreement was signed in February 1965 
and is now being implemented. Further, the Government is taking steps to 
encourage greater private investment in industry through the capital market 
law of 1965, and the establishment of intermediate credit institutions, and 
special tax measures. Measures to encourage the purchase of shares by the public 
in some Government-controlled enterprises will take effect in 1967. 



Digitized by 



Google 



1 30 INTER- AMERICAN DEVELOPMENT BANK ACT AMENDMENTS 

Chile 

Private sector growtli figures and measures Initiated to stimulate continned 
progress include: (1) Industrial production for the first 9 months of 1906 rose 
by 6.9 percent over the corresponding i)eriod of 1965, and industrial exports for 
the year as a whole are expected to be up 65 percent over la«t year. (2) Public 
sector investment in the more productive sectors in 1966 rose as a iiercent of 
total government investment. According to the latest projections for the year as 
a whole, this included a 31.3 percent real rise in investment in agricidture and 
a 153.3 percent real increase in investment in industry. (3) Programs are being 
prepared, including copper, petrochemicals, plastics, beet sugar, fertilizers, and 
other industries, calling for greatly increased investment through 1970 for the 
expansion of production of basic commodities. (4) Legislation establi'^ing new 
norms for the production, manufacture, and sales of copper was signed into law 
by President Frei in April 1966 to increase export earnings from copper and gain 
greater control of the industry. (5) Reform legislation on corporate ox)erationfi 
and stock offerings to the public is now in Congress, and legislation designed to 
strengthen the enforcement machinery of the existing antimonopoly law is being 
prepared. (6) Labor reforms include the establishment of an 8-hour day for 
agricultural workers, and other modifications to the labor code which are now 
under consideration in the Congress. A law i)ermitting the unionization of 
campesinos has just been passed by Congress and awaits Presidential action. 
(7) An investment guarantee agreement for convertibility has been signed, rati- 
fied, and put into force. Although coverages are being issued, the amendment 
covering expropriation and war risks signed in 1963 has not yet received con- 
gressional approval. As of June 30, 1966 guarantees issued total $221.5 million, 
Including $115.8 million for convertibility, $85.4 million for expropriation, and 
$10.3 million for war risk. (8) Wage policy data made available unofiftcialy by 
the Grovemment of Chile indicate that real wages for low-income groups have 
increased significantly in 1966, thereby continuing the Frei administration policy 
to raise real incomes of wage earners and redistribute total income in favor of 
low-income groups. 

Ecuador 

Actions designed to encourage investment and to facilitate more rational busi- 
ness organization and financing have included: a "law of comi>anies" which 
seeks inter-alia to encourage the development of a private market; decrees to 
allow the creation of both public and private investment companies ; and modifi- 
cations in Ecuador's industrial development law which have granted industry 
lower taxes and have established exemptions from certain fees and tariffs. 

A public financiera and a private financiera, using AID loans (of $5 million 
and $3 million respectively) are making development loans and helping new 
enterprises. The public financiera has loaned money to 32 new businesses in 22 
different fields, creating 800 new jobs and saving $10 miUion in foreign exchange. 
The private financiera, in 4 months, has loaned $1.8 million to nine enterprises, 
creating about 500 new jobs. 

Both specific risks and extended risk guarantees are available for American 
investors : through September 30, 1966, 42 had been Issued for a total coverage 
of $52.2 million ; an additional 53, with a total coverage of $299.7 million were 
being processed. New investment covered by these guarantees was approximately 
$100 million. 

El Salvador 

The index of manufacturing production (1961=100) has climbed steadily to 
188 in 1965. Gross private investment is estimated to have grown from $58 miliion 
in 1962 to $90 million in 1965. 

By 1966, INSAFI had committed all the $4.5 million AID loan for industrial 
relending to the private sector. A private development bank, established with 
AID, local and foreign private capital, had committed one-half of a $5.2 million 
AID loan. 

The new savings and loan system operating with a $3.1 million AJD loan, in- 
creased its local assets from $1 million in June 1965 to $4.8 million in mid-1966. 
Savings deposits during the same period grew from $.3 million to $1.4 million. 
Over 900 homes in 1966 had been completed or were under construction. An 
AID housing guarantee project (Miramonte) was completed and a new project 
of similar size (500 houses) has been authorized, with construction to beein in 
1967. 
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Paraguay 

A U.S. investment guarantee has been in force -covering convertibility and 
expropriation. In 1906, this agreement was amended to include war and insur- 
rection extended risks and housing guarantees. 

A revised industrial development law providing greater fiscal incentives to 
new and expanding industries was passed and implemented in 1966. Also in 1966, 
a private productivity and development center was established and is being 
enthusiastically supported by Paraguay's emerging and increasingly progressive 
private enterprise sector. 

Credit for industrial and other feasibility studies is being made available 
through an IDB loan. The autonomous National Development Bank continues to 
increase the credit for industrial exi>ansion. Interest has been expressed in, 
and an AII>-financed feasibility study has been completed for, establishing a 
private development bank to stimulate an increased amount of private invest- 
ment It is estimated that gross private investment increased from Gs. 6.8 billion 
in 1965 to Gs. 7.7 ibillion in 1966, an increase of 13 percent. 

Peru 

For many years Peru has enjoyed an excellent climate for private investment 
which in large iwirt accounts for the excellent performance of the private sector 
and the economy as a whole. With a complete absence of exchange controls, mini- 
mal governmental regulation or interference, a relatively stable economy, and 
adequate exports in relationi^ip to imports, foreign credit, and direct investment 
have been readily available. 

•During the 5-year period 1960-64 manufacturing increased 43 percent. In 1965 
it totaled $570 million (in 1963 prices) and accounted for 16.1 percent of GNP. 
During 1966 investment in manufacturing and processing industries again moved 
sharply ahead sparked by chemicals and automotive assembly. 

Venezuela 

In its efforts to diversify the economy, the Government of Venezuela has not 
only developed positive programs for the private sector but also maintained a 
good climate for private investment. New legislation aimed at providing in- 
centives for private investors in selected industries included free entry for capital 
equipment and raw material destined for new plants, liberal tariff protection 
and provision of short-, medium- and long-term credits by government agencies. 
The Corporaci6n Venezolana de Fomento, whose principal function is to stimu- 
late economic development by promoting industry, offers long-term credit to 
industrial enterprises, purchases stock in newly established plants and in some 
cases constructs complete industrial installations. Under an investment guarantee 
agreement signed by the Government of Venezuela with AID in November 1962, 
94 investment guarantees for $76 million covering risks of war, devaluation and 
inconvertibility have been issued, representing investments totaling $41 million. 
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ARTICLES OF AGREEMENT ESTABLISHING THE 
INTER- AMERICAN DEVELOPMENT BANK 

The countries on whose behalf this Agreement is signed agree to 
create the Inter- American Development Bank, which shall operate 
in accordance with the following provisions : 

Article I. Purpose and Functions 

Section 1. Purpose 

The purpose of the Bank shall be to contribute to the acceleration 
of the process of economic development of the member countries, 
individually and collectively. 

Sec. 2. Functions 

(a) To implement its purpose, the Bank shall have the following 
functions : 

(i) to promote the investment of public and private capital 
for development purposes ; 

(ii) to utilize its own capital, funds raised by it in financial 
markets, and other available resources, for financing the develop- 
ment of the member countries, giving priority to those loans and 
guarantees that will contribute most enectively to their economic 
growth; 

(iii) to encourage private investment in projects, enterprises, 
and activities contributing to economic development and to sup- 
plement private investment when private capital is not available 
on reasonable terms and conditions ; 

(iv) to cooperate with the member countries to orient their 
development policies toward a better utilization of their resources, 
in a manner consistent with the objectives of making their econo- 
mies more complementary and of fostering the orderly growth 
of their foreign trade ; and 

(v) to provide technical assistance for the preparation, financ- 
ing, and implementation of development plans and projects, in- 
cluding the study of priorities and the formulation of specific 
project proposals. 

(b) In carrying out its functions, the Bank shall cooperate as far 
as possible with national and international institutions and with pri- 
vate sources supplying investment capital. 

Article II. Membership in and Capital of the Bank 

Section 1. Membership 

(a) The original members of the Bank shall be those members of 
the Organization of American States which, by the date specified in 
Article XV, Section 1(a), shall accept membership in the Bank. 
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(b) Membership shall be open to other members of the Organization 
of American States at such times and in accordance with such terms 
as the Bank may determine. 

Seo. 2. Authorized Capital 

(a) The authorized capital stock of the Bank, together with the 
initial resources of the Fund for Special Operations established in 
Article IV (hereinafter called the Fund) , shall total one billion dol- 
lars ($1,000,000,000) in terms of United States dollars of the weight 
and fineness in effect on January 1, 1959. Of this sum, eight hundred 
and fifty million dollars ($850,000,000) shall constitute the authorized 
capital stock of the Bank and shall be divided into 85,000 shares having 
a par value of $10,000 each, which shall be available for subscription 
by members in accordance with Section 3 of this article. 

(b) The authorized capital stock shall be divided into paid-in shares 
and callable shares. The equivalent of four hundred million dollars 
($400,000,000) shall be paid in, and four hundred and fifty million 
dollars ($450,000,000) shall be callable for the purposes specified in 
Section 4 ( a ) ( ii ) of this article. 

(c) The capital stock indicated in (a) of this section shall be in- 
creased by five hundred million dollars ($600,000,000) in terms of 
United States dollars of the weight and fineness existing on January 1, 
1959, provided that — 

(i) the date for payment of all subscriptions established in 
accordance with Section 4 of this article shall have passed; and 

(ii) a regular or special meeting of the Board of Governors, 
held as soon as possible after the date referred to in subpara- 
graph (i) of this paragraph, shall have approved the above- 
mentioned increase of five hundred million dollars ($500,000,000) 
by a three- fourths majority of the total voting power of the mem- 
ber countries. 

(d) The increase in capital stock provided for in the preceding 
paragraph shall be in the form of callable capital. 

(e) Notwithstanding the provisions of paragraphs (c) and (d) of 
this section, the authorized capital stock may he increased when the 
Board of Governors deems it advisable and in a manner agreed upon 
by a two-thirds majority of the total number of governors represent- 
ing not less than three-fourths of the total voting power of tne mem- 
ber countries. 

Sec. 3. Subscription of Shares 

(a) Each member shall subscribe to shares of the capital stock of 
the Bank. The number of shares to be subscribed by the original 
members shall be those set forth in Annex A of this Agreement, wnich 
specifies the obligation of each member as to both paid-in and callable 
capital. The number of shares to be subscribed by other m^nbers 
shall be determined by the Bank. 

(b) In case of an increase in capital pursuant to Section 2j para- 
graph (c) or (e) of this article, each member shall have a rignt to 
subscribe, under such conditions as the Bank shall decide, to a pro- 
portion of the increase of stock equivalent to the proportion which its 
stock theretofore subscribed bears to the total capital stock of tiie 
Bank. No member, however, shall be obligated to subscribe to any 
part of such increased capital. 
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(c) Shares of stock initially subscribed by original members shall 
be issued at par. Other shares shall be issued at par unless the Bank 
decides in special circumstances to issue them on other terms. 

(d) The liability of the member countries on shares shall be limited 
I to the unpaid portion of their issue price.. 

(e) Shanes of stock shall not be pledged or encumbered in any 
manner, and they shall be transferable only to the Bank. 

Sec. 4 , Pay men t of Sub scrip t ions 

(a) Payment of the subscriptions to the capital stock of the Bank 
as set forth in Annex A shall be made as follows : 

(i) Payment of the amount subscribed by each country to the 
paid-in capital stock of the Bank shall be made in three install- 
ments, the fii-st of which shall be 20 percent, and the second and 
third each 40 percent, of such amount. The first installment 
shall be paid by each country at any time on or after the date on 
which this Agreement is signed, and the instrument of acceptance 
or ratification deposited, on its behalf in accordance with Article 
XV^ Section 1, but not later than September 30, I960* The 
remaining two installments shall be paid on such dates as are 
determined by the Bank, but not sooner than September 30, 1961, 
and September 30, 1962, respectively. 

Of each installment, 50 percent shall be paid in gold and/or 
dollars and 50 percent in the currency of the member. 

(ii) The callable portion of the suoscription for capital shares 
of the Bank shall be subject to call only when required to meet 
the obligations of the Bank created under Article III, Section 
4 (ii) and (iii) on borrowings of funds for inclusion in the 
Bank's ordinary ciipital resources or guarantees chargeable to 
such resources. In the event of such a call, payment may be made 
at the option of the meniber either in gold, in United States 
dollars, or in the currency required to discharge the obligations of 
the Bank for the purpose for which the call is made. 

Calls on unpaid subscriptions shall be uniform in percentage 
on all shares, 

(b) Each payment of a member in its own currency under para- 
Igraph (a) (i) of this section sliall be in such amoujit as, in the opinion 
[of the Bank, is equivalent to the full value in terms of United States 
[dollars of the M^eight and fineness in effect on January 1, 1959 j of the 
[portion of the subscription being paid. The initial payment shall be 
tin such amount as the member considers appropriate liercundcr but 
fohall be subject to such adjustment j to be effected within 60 days of 
■the date on which the payment was due, as the Bank shall determine 
|to be necessary to constitute tlie full dollar value equivalent as provided 

L this paragraph* 

(c) Unless otherwise determined by the Board of Governors by a 
.hree-fourths majority of the totj^T voting power of the member 

:>untries^ the liability of members for payment of the second and third 
istallments of the paid-in portion of their subscriptions to the capital 
tock shall be conditional upon payment of not less than 00 percent of 
'[le total obi i gat ions of tlie members due f or— 

(i) the first and second installments^ respectively, of the paid- 
in portion of the subscriptions ; and 

(ii) the initial payment and all prior calls on the subscription 
quotas to the Fund, 
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Sec. 5. Ordvruiry Capital Resources 

As used in this Agreement, the term "ordinary capital resources" 
of the Bank shall be deemed to include the following : 

(i) authorized capital, including both paid-in and callable 
shares, subscribed pursuant to Sections 2 and 3 of this article ; 

(ii) all funds raised by borrowings under the authority of 
Article VII, Section l(i) to which the commitment set forth in 
Section 4(a) (ii) of this article is applicable; 

(iii) all funds received in repayment of loans made with the 
resources indicated in <[i) and (ii) of this section ; and 

(iv) all income derived from loans made from the aforemen- 
tioned funds or from guarantees to which the commitment set 
forth in Section 4(a) (ii) of this article is applicable. 

Article III. Operations 

Section 1. Use of Resources 

The resources and facilities of the Bank shall be used exclusively 
to implement the purpose and functions enumerated in Article I of 
this Agreement. 

Sec. 2. Ordinary and Special Operations 

(a) The operations of the Bank shall be divided into ordinary 
operations and special operations. 

(b) The ordinary operations shall be those financed from the Bank's 
ordinary capital resources, as defined in Article II, Section 5,' and shall 
relate exclusively to loans made, participated in, or guaranteed by 
the Bank which are repayable only in the respective currenCT or 
currencies in which the loans were made. Such operations shall be 
subject to the terms and conditions that the Bank deems advisable, 
consistent with the provisions of this Agreement. 

(c) The special operations shall be those financed from the resources 
of the Fund in accordance with the provisions of Article IV. 

Sec. 3. Ba^ic Principle of Separation 

(a) The ordinary capital resources of the Bank as defined in 
Article II, Section 5, shall at all times and in all respects be held, 
used, obligated, invested, or otherwise disposed of entirely separate 
from the resources of the Fund, as defined in Article IV, Section 3(h). 

^ The financial statements of the Bank shall show the ordinary opera- 
tions of the Bank and the operations of the Fund separately, and the 
Bank shall establish such other administrative rules as may 136 neoes- 
saiT to insure the effective separation of the two types of operations. 

The ordinary capital resources of the Bank shall under no circum- 
stances be charged with, or used to discharge, losses or liabilities arising 
out of operations for which the resources of the Fund were originally 
used or committed. 

(b) Expenses pertaining directly to ordinary operations shall be 
charged to the ordinary capital resources of the Bank. Expenses 
pertaining directly to special operations shall be charged to the re- 
sources of the Fund. Other expenses shall be charged as the Bank 
determines. 
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Sec. i. Methods of Making ar Guaranteeing Loam 

Subject to the conditions stipulated in this article, the Bank may 
make or guarantee loans to any m ember, or any agency or political 
subdivision thereof, and to any enterprise in the territory of a mem- 
berj in any of the folio wing Tvays : 

(i) hy making or participating in direct loans with funds 
corresponding to the unimpaired paid-in capital and, except as 
provided in Section 13 of this article, to its reserves and undistrib- 
uted surplus: or with the unimpaired resources of the Fund; 

(ii) by making or participating in direct loans with funds 
raised by the Bank in capital markets, or borrowed or acquired 
in any other manner for inclusion in the ordinary capital re- 
sources of the Bank or the resources of the Fund ; and 

(iii) by guaranteeing in whole or in part loans made, except in 
special cases, by private mvestors* 

Se€. 5, Lmdtaitions on Ordinary Operationa 

(a) The total amount outstandiii^g of loans and guarantees made 
by the Bank in its ordinary operations shall not at any time exceed 
the total amount of the unmipaired subscribed capital of the Bank, 
plus the unimpaired reserves and surplus included in the ordinary 
capital resources of the Bank, as defined in Article 11^ Section 5, ex- 
elusive of income assigned to the special reserve established pursuant 
to Section 13 of this article and other income assigned by decision of 
the Board of Governors to reserves not avairable for loans or 
guarantees, 

(b) In the case of loans made out of funds borrowed by the Bank 
to which the obligations provided for in Article 11^ Section 4(a) (ii) 
are applicable, the total amount of principal outstanding and payable 
to the Bank in a specific currency shall at no time exceed the total 
amount of i>rincipal of the outstanding borrowings by the Bank that 
are payable in the same currency. 

Sec. 6. Direct Loan Financing 

In making direct loans or participating in them, the Bank may 
provide financing in any of the lollowing wrjs : 

(a) By fumiSiing the borrower currencies of members, other than 
the currency of the member in whose territory the project is to be 
carried out, that are necessary to meet the foreign exchange costs of 
the project* 

(b) By providing financing to meet expenses related to the pur- 
poses of the loan in the territories of the member in which the project 
is to be carried out. Only in sj^ecial cases, particularly when the 

, project indirectly gives rise to an increase in the demand for foreign 
I e:schange in that country, shall the financing granted by tlie Bank 
I to meet local expenses be provided in gold or in currencies other 
I than that of such member | m such cases, the amount of the financing 
[granted by the Bank for this purpose shall not eKceed a reasonable 
portion of the local expenses incurred by the borrower. 
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Seo. 7. Rvle8(mdC(ynditions for Making (yrO^mran^ 

(a) The Bank may make or guarantee loans subject to the follow- 
ing rules and conditions : 

(i) the applicant for the loan shall have submitted a detailed 
proposal and the staff of the Bank shall have presented a writr 
ten report recommending the proposal after a study of its merits. 
In special circumstances, the Board of Executive Directors, by 
a majority of the total voting power of the member countries, 
may require that a proposal be submitted to the Board for de- 
cision in the absence of such a report; 

(ii) in considering a request for a loan or a guarantee, the 
Bank shall take into account the ability of the borrower to obtain 
the loan from private sources of j&nancing on terms which, in 
the opinion of the Bank, are reasonable for the borrower, taking 
into account all pertinent factors ; 

(iii) in makmg or guaranteeing a loan, the Bank shall pay 
due regard to the prospects that the borrower and its guarantor, 
if any, will be in a position to meet their obligations under tiie 
loan contract; 

(iv) in the opinion of the Bank, the rate of interest, other 
charges and the schedule for repayment of principal are appro- 
priate for the project in question; 

(v) in guarantying a loan made by other investors, the Bank 
shall receive suitable 'compensation for its risk; and 

(vi) loans made or guaranteed by the Bank shall be princi- 
pally for financing specific projects, including those forming 
Sart of a national or regional development program. However, 
le Bank may make or guarantee overall loans to development 
institutions or similar agencies of the members in order that the 
latter may facilitate the financing of specific development proj- 
ects whose individual financing requirements are not, in the 0]^in- 
ion of the Bank, large enough to warrant the direct supervision 
of the Bank. 

(b) The Bank shall not finance any undertaking in the territory 
of a member if that member objects to such financing. 

Seo. 8. Optional Conditions for Making or Guaranteeing Loaru 

(a^ In the case of loans or guarantees of loans to nongovernmental 
entities, the Bank may, when it deems it advisable, require tluit tib^ 
member in whose territory the project is to be carried out, or a public 
institution or a similar agency of the member acceptable to the Bank^ 
guarantee the repayment of the principal and the payment of interest 
and other charges on the loan. 

(b) The Bank may attach such other conditions to the making of 
loans or guarantees as it deems appropriate, taking into account both 
the interests of the members directly involved in the particular loan 
or guarantee proposal and the interests of the members as a whole. 

Seo. 9. Use of Loans Made or Guaranteed hy the Bank 

(a) Except as provided in Article V, Section 1, the Bank shall im- 
pose no condition that the proceeds of a loan shall be spent in the 
territory of any particular coimtry nor that such proceeds shall not 
be spent in the territories of any particular member or members. 
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(b) The Bank shall take the necessary measures to ensure that the 
proceeds of any loan made, guaranteed, or participated in by the 
Bank are used only for the purposes for which the loan was granted, 
with due attention to considerations of economy and efficiency. 

Sec. 10. Payment Provisions for Direct Loans 

Direct loan contracts made by the Bank in conformity with Section 
4 (i) or (ii) of this article shall establish : 

(a) All the terms and conditions of each loan, including among 
others, provision for payment of principal, interest and other charges, 
maturities, and dates of payment ; and 

(b) The currency or cuiTencies in which payments shall be made to 
the Bank. 

Sec. 11. Guarantees 

(a) In guaranteeing a loan the Bank shall charge a guarantee fee, 
at a rate determined by the Bank, payable periodically on the amoimt 
of the loan outstanding. 

(b) Guarantee contracts concluded by the Bank shall provide that 
the Bank mav terminate its liability with respect to interest if, upon 
default by the borrower and by the guarantor, if any, the Bank 
offers to purchase, at par and interest accrued to a date designated in 
the offer, tJie bonds or other obligations guaranteed. 

(c) In issuing guarantees, the Bank shall have power to determine 
any other terms and conditions. 

Sec. 12. Special Commission 

On all loans, participations, or guarantees made out of or by com- 
mitment of the ordinary capital resources of the Bank, the latter shall 
charge a special commission. The special commission, payable peri- 
odically, shall be computed on the amoimt outstanding on each loan, 
participation, or guarantee and shall be at the rate of one per cent 
per annum, unless the Bank, by a two- thirds majority of flie total 
voting power of the member countries, decides to reduce the rate of 
commission. 

Sec. 13. Special Reserve 

The amount of commissions received by the Bank under Section 12 
of this article shall be set aside as a special reserve, which shall be 
kept for meeting liabilities of the Bank in accordance with Article 
Vllj Section 3 (b) {i). The special reserve shall be held in such 
liquid form, permittea under this Agreement, as the Board of Execu- 
tive Directors may decide. 

Article IV. Fund for Special Operations 

Section 1. Establishment^ Purpose^ and Functions 

A Fund for Special Operations is established for the making of 
loans on terms and conditions appropriate for dealing with special 
circumstances arising in specific countries or with respect to specific 
projects. 

The Fund, whose administration shall be entrusted to the Bank, 
ahall have the purpose and functions set forth in Article I of thia 
Agreement. 
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Sec. 2. Applicable Provisions 

The Fund shall be governed by the provisions of the present article 
and all other provisions of this Agreement, excepting those incon- 
sistent with the provisions of the present article and those expressly 
applymg only to the ordinary operations of the Bank. 

Sec. 3. Resources 

(a) The original members of the Bank shall contribute to the 
resources of the Fund in accordance with the provisions of this section. 

(b) Members of the Organization of American States that joiA the 
Bank after the date specified in Article XV, Section 1 (a), shall con- 
tribute to the Fund with such quotas, and under such terms, as may be 
determined by the Bank. 

(c) The Fund shall be established with initial resources in the 
amount of one hundred and fifty million dollars ($150,000,000) in 
terms of United States dollars of. the weight and fineness in effect on 
January 1, 1959, which shall be contributed by the original members 
of the Bank in accordance with the quotas specified in Annex B. 

( d ) Payment of the quotas shall be made as follows : 

(i) Fifty percent of its quota shall be paid by each member 
at any time on or after the date on which this Agreement is 
signed, and the instrument of acceptance or ratification deposited, 
on its behalf in accordance with Article XV, Section 1, out not 
later than September 30, 1960. 

(ii) The remaining 50 percent shall be paid at any time subse- 
quent to one year after the Bank has begun operations, in such 
amounts and at such times as are determined by the Bank; 
provided, however, that the total amount of all quotas shall be 
made due and payable not later than the date fixed for payment 
of the third installment of the subscriptions to the paid-in capital 
stock of the Bank. 

(iii) The payments required under this section shall be dis- 
tributed among the members in proportion to their quotas and 
shall be made one-half in gold and/or United States dollars, and 
one-half in the currency of the contributing member. 

(e) Each payment of a member in its own currency imder the 
preceding paragraph shall be in such amount as, in the opinion of the 
Bank, is equivalent to the full value, in terms of United States dollars 
of the weight and fineness in effect on January 1, 1959, of the portion 
of the quota being paid. The initial payment shall be in such amount 
as the member considers appropriate hereunder but shall be subject 
to such adjustment, to be elfected within 60 days of the date on which 
payment was due, as the Bank shall determine to be necessary to 
constitute the full dollar value equivalent as provided in this 
paragraph. 

(f) Unless otherwise determined by the Board of Govemoi^ by a 
three- fourths majority of the total voting power of the member 
coimtries, the liaoility of members for payment of any call on the 
impaid portion of their subscription quotas to the Fund shall be con- 
ditional upon payment of not less than 90 percent of the total obliga- 
tions of the members for — 

(i) the initial pa3rment and all prior calls on such quota sub- 
scriptions to the Fund ; and 
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(ii) any installments due on the paid-in portion of the sub- 
scriptions to the capital stock of the Bank, 
(g) The resources of the Fund shall be increased through addi- 
tional contributions by the members when the Board of Governors 
considers it advisable by a three- fourths majority of the total voting 
power of the member coimtries. The provisions of Article II, Section 
3 (b), shall apply to such increases, in terms of the proportion be- 
tween the quota in effect for each member and the total amount of th^ 
resources of the Fimd contributed by members. 

(h) As used in this Agreement, the term "resources of the Fund" 
shall be deemed to include the following : 

(i) contributions by members pursuant to paragraphs (c) and 
(g) of this section; 

(ii) all funds raised by borrowing to which the commitment 

stipulated in Article II, Section 4(a) (ii) is not applicable, i.e., 

those that are specifically chargeable to the resources of the Fund ; 

(iii) all fimds received in repayment of loans made from the 

resources mentioned above ; 

(iv) all income derived from operations using or committing 
any oi the resources mentioned above ; and 

( v) any other resources at the disposal of the Fund. 

Sec. 4. Operations 

(a) The operations of the Fund shall be those financed from its 
own resources, as defined in Section 3(h) of the present article. 

(b) Loans made with resources of the Fund may be partially or 
wholly rei)ayable in the currency of the member in whose territory the 
project being financed will be carried out. The part of the loan not 
repayable in the currency of the member shall be paid in the currency 
or currencies in which the loan was made. 

Sec. 5. Limitation on Liability 

In the operations of the Fund, the financial liability of the Bank 
shall be limited to the resources and reserves of the Fund, and the lia- 
bility of members shall be limited to the impaid portion of their 
respective quotas that has become due and payable. 

Sec. 6. Limitation on Disposition of Quotas 

The rights of members of the Bank resulting from their contribu- 
tions to the Fund may not be transferred or encumbered, and members 
shall have no right of reimbursement of such contributions except in 
cases of loss of the status of membership or of termination of the 
operations of the Fund. 

Sec. 7. Discharge of Fv/nd LiahUities on Borrowings 

Payments in satisfaction of any liability on borrowings of funds for 
inclusion in the resources of the Fund shall be charged — 

(i) first, against any reserve established for this purpose; and 
(ii) then, against any other funds available in the resources of 
the Fund. 
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Sec. 8. Administration 

(a) Subject to the provisions of this Agreement, the authorities of 
the Bank shall have full powers to administer the Fund. 

(b) There shall be a Vice President of the Bank in charge of the 
Fund. The Vice President shall participate in the meetings of the 
Board of Executive Directors of the Bank, without vote, whenever 
matters relating to the Fund are discussed. 

(c) In the operations of the Fund the Bank shall utilizb to the 
fullest extent possible the same personnel, experts, installations, offices, 
equipment, and services as it uses for its ordmary operations. 

(d) The Bank shall publish a separate annual report showing the 
results of the Fund's financial operations, including profits or losses. 
At the annual meeting of the Board of Governors tnere shall be at 
least one session devoted to consideration of this report. In addition, 
the Bank shall transmit to the members a quarterly summary of the 
Fund's operations. 

Seo. 9. Voting 

(aj In making decisions concerning operations of the Fund, each 
memoer country of the Bank shall have the voting power in the Board 
of Grovemors accorded to it pursuant to Article VlIIj Section 4 (a) 
and (b) , and each director shall have the voting power m the Board of 
Executive Directors accorded to him pursuant to Article VIII, Section 
4 fa) and (c). 

(b) All decisions of the Bank concerning the operations of the Fund 
shall be adopted by a two-thirds majority of the total voting power 
of the member countries, unless otherwise provided in this article. 

Seo. 10. Distribution of Net Profits 

The Board of Governors of the Bank shall determine what portion 
of the net profits of the Fund shall be distributed among the members 
after makmg provision for reserves. Such net profits Miall be shared 
in proportion to the quotas of the members. 

Sec. 11, Withdrawal of Contributions 

(a) No coimtry may withdraw its contribution and terminate its 
relations with the Fund while it is still a member of the Bank. 

(b) The provisions of Article IX, Section 3, with respect to the 
settlement of accounts with countries that terminate their member- 
ship in the Bank also shall apply to the Fund. 

Seo. 12. Sttspension and Termination 

The provisions of Article X also shall apply to the Fund with sub- 
stitution of terms relating to the Fund and its resources and respective 
creditors for those relating to the Bank and its ordinary capital 
resources and respective creditors. 

ArTICLB V. CuBRENdES 

Section 1. Use of Currencies 

(a) The currency of any member held by the Bank, eitner in its 
ordinary capital resources or in the resources of the Fund, however 
acquired^ may be used by the Bank and by any recipient from the 
Bajik, without restriction by the member, to make payment for goods 
and services produced in the territory of such member. 
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(b) Members may not maintain or impose restrictions of any kind 
upon the use by the Bank or by any recipient from the Bank, for pay- 
ments in any country, of the following : 

(i) gold and dollars received by the Bank in payment of the 
60 percent portion of each member's subscription to shares of the 
Bank's capital and of the 50 percent portion of each member's 
quota for contribution to the Fund, pursuant to the provisions of 
Article II and Article IV, respectively ; 

(ii) currencies of members purchased with the gold and dollar 
funds referred to in (i) of this paragraph; 
- (iii) currencies obtained by borrowings, pursuant to the pro- 
visions of Article VII, Section l(i), for inclusion in the ordinary 
capital resources of the Bank ; 

(iv) gold and dollars received by the Bank in payment on 
accoimt of principal, interest, and other charges, of loans made 
from the gold and dollar funds referred to in (i) of this para- 
gi'aph; currencies received in payment of principal, interest, and 
other charges, of loans made from currencies referred to in (ii) 
and (iii) of this paragraph; and currencies received in payment 
of commissions and fees on all guarantees made by the Bank; and 

(v) currencies, other than the member's own currency, received 
from the Bank pursuant to Article VII, Section 4(c) and Article 
IV. Section 10, in distribution of net profits. 

(c) A member's currency held by the Bank, either in its ordinary 
capital resources or in the resources of the Fund, not covered by para- 
gjraph (b) of this section, also may be used by the Bank or any re- 
cipient from the Bank for payments in any country without restriction 
of any kind, unless the member notifies the Bank of its desire that such 
currency or a portion tliereof be restricted to the uses specified in 
paragraph (a) of this section. 

(d) Members may not place any restrictions on the holding and use 
by the Bank, for making amortization payments or anticipating pay- 
ment of, or repurchasing part or all of, the Bank's own obligations, of 
currencies received hj the Bank in repayment of direct loans made 
from borrowed funds included in the ordinary capital resources of the 
Bank. 

(e) Grold or currency held by the Bank in its ordinary capital re- 
sources or in the resources of the Fund shall not be used by the Bank 
to purchase other currencies unless authorized by a two-thirds majority 
of the total voting power of the member count ries. 

Sec. 2. Validation of Currencies 

Whenever it shall become necessary under this Agreement to value 
any currency in terms of another currency, or in terms of gold, such 
valuation shall be determined by the Bank after consultation with the 
International Monetary Fund. 

Sec. 3. Maintenance of Value of the Currency Holdings of the Bank 
(a) Whenever the par value in the International Monetary Fund 
of a member's currency is reduced or the foreign exchange value of a 
member's currency has, in the opinion of the Bank, depreciated to a 
significant extent, the member shall pay to the Bank within a reason- 
able time an additional amount of its own currency sufficient to main^ 
tain the value of all the currency of the member held by the Bank in 
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its ordinary capital resources, or in the resources of the Fund, except- 
ing currency derived from borrowings by the Bank. The standard of 
value for this purpose shall be the United States dollar of the weight 
and fineness in effect on January 1, 1959. 

(b) Whenever the par value in the International Monetai-y Fund 
of a member's currency is increased or the foreign exchange value of 
such member's currency has, in the opinion of the Bank, appreciated 
to a significant extent, the Bank shall return to such memoer within 
a reasonable time an amount of that member's currency equal to the 
increase in the value of the amount of such currency which is held by 
the Bank in its ordinary capital resources or in the resources of the 
Fund, excepting currency derived from borrowings by the Bank. 
The standard of value for this purpose shall be the same as that estab- 
lished in the preceding paragraph. 

(c) The provisions of this section may be waived by the Bank when 
a uniform proportionate change in the par value of the currencies of 
all the Bank's members is made by the International Monetary Fund. 

Sec. 4. Methods of Conserving Currencies 

The Bank shall accept from any member promissory notes or sim- 
ilar securities issued by the government of the member, or by the 
depository designated by such member, in lieu of any part of the cur- 
rency of the member representing the 50 percent portion of its sub- 
scription to the Bank's authorized capital and the 50 percent portion 
of its subscription to the resources of the Fund, which, pursuant to 
the provisions of Article II and Article IV, respectively, are payable 
by each member in its national currency, provided such currenCT is 
not required by the Bank for the conduct of its operations. iSuch 
promissory notes or securities shall be non-negotiable, non-interest- 
bearing, and payable to the Bank at their par value on demand. 

Article VI. Technical Assistance 

Section 1. Provision of Technical Advice and Assistance 

The Bank may, at the request of any member or members, or of 
private firms that may obtain loans from it, provide technical advice 
and assistance in its field of activity, particularly on — 

(i) the preparation, financmg, and execution of development 
plans and projects, including the consideration of priorities, and 
the formulation of loan proposals on specific national or regional 
development projects ; and 

(ii) the development and advanced training, through seminars 
and other forms of instruction, of personnel specializing in the 
formulation and implementation of development plans and 
projects. 

Sec. 2. Cooperative Agreements on Technical Assistance 

In order to accomplish the purposes of this article, the Bank may 
enter into agreements on technical assistance with other national oi: 
international institutions, either public or private. 

Sec. 3. Expenses 

(a) The Bank may arrange with member countries or firms receiv- 
ing technical assistance, for reimbursement of the expenses of furnish- 
ing such assistance on terms which the Bank deems appropriate. 
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(b) The expenses of providing technical assistance not paid by the 
recipients shall be met from the net income of the Bank or of the 
Fund. However, during the first three years of the Bank^s opera- 
tions, up to three percent, in total, of the initial resources of the Fund 
may be used to meet such expenses. 

Article VTI* MiacEixAHEoue Powers and Disthibution of Peofit8 

SEcno^r 1. MisceUaTieous Powers of the Bank 

In addition to the powers specified elsewhere in this Agreementj the 
Bank shall have the power to— 

(i) borrow funds and in that connection to furnish such col- 
lateral or other se-curity therefore as the Bank shall determine, pro- 
vided that, before making a sale of its obligations in the markets 
of a country, the Bank shall have obtained the approval of that 
country and of the member in whose currency the obligations 
are denominated*^ In addition, in the case of borrowings of funds 
to be included in the Banks ordinary capital rasources, the 
Bank shall obtain agreement of such countries that the proceeds 
may be exchanged for the currency of any other country without 
restriction ; 

(ii) buy and sell securities it has issued or guaranteed or in 
which it has invested, provided that the Bank shall obtain the 
approval of the country in whose territories the securities are to 
be bought or sold ; 

(iii) with the approval of a two- thirds majority of the total 
voting power of the member countries, invest funds not needed 
in its operations in such obligations as it may determine; 

(iv) guarantee securities m its portfolio for the purpose of 
f acil itating their sale ; and 

( v) exercise such other powers as shall be necessary or desirable 
in furtherance of its purpose and functions, consistent with the 
provisions of this Agreement. 

Sec* % Warning To Be Placed on Seawnties 

Every security issued or guaranteed by the Bank shall bear on its 
face a conspicuous statement to the effect that it is not an obligation 
of any government, unless it is in fact the obligation of a particular 
government, in which case it shall so state. 

Sec, 3. Methods of MeeUng Liabilities of the Bank in Case of 
Defmdts 

(a) The Bank, in the event of actual or threatened default on loans 
made or guaranteed by the Bank using its ordinary capital resources, 
shall take such action as it deems appropriate with respect to modify- 
ing the terms of the loan, other than the currency of rej)ayment, 

(b) The payments in discharge of the Bank's liabilities on borrow- 
ings or guarantees under Article IIIj Section 4 (ii) and (iii) charOT- 
able against the ordinary capital resources of the Bank shall De 
charged — 

(i) firstj against the special reserve provided for in Article HI, 
Section 13 ; and 

(ii) then, to the extent necessary and at the discretion of the 
Bank, against the other reserves^ surplus, and funds correspond- 
ing to the capital paid in for ^ares. 
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(c) Whenever necessary to meet contractual payments of interest, 
other charges, or amortization on the Bank's borrowings, or to meet 
the Bank's liabilities with respect to similar payments on loans guar- 
anteed by it chargeable to its ordinary capital resources, the Bank 
may call upon the members to pay an approj^riate amount of their 
callable capital subscriptions, in accordance with Article II, Section 
4(a) (ii). Moreover, it the Bank believes that a default ma]^ be of 
long duration, it may call an additional part of such subscriptions 
not to exceed in any one year one percent of the total subscriptions 
of the members, for the following purposes : 

(i) to redeem prior to maturity, or otherwise discharge its 

liability on, all or part of the outstanding principal of any loan 

guaranteed by it in respect of which the debtor is in default ; and 

(ii) to repurchase, or otherwise discharge its liability on, all 

or part of its own outstanding obligations. 

Sec. 4. Distribution of Net Profits and Surplus 

(a) The Board of Governors may determine periodically what part 
of the net profits of the surplus shall be distributed. Such dis- 
tributions may be made only when the reserves have reached a level 
which the Board of Governors considers adequate. 

(b) The distributions referred to in the preceding paragraph shall 
be made in proportion to the number of shares heldljy ea^ member. 

(c) Payments shall be made in such manner and in such currency 
or currencies as the Board of Governors shall determine. If such 
payments are made to a member in currencies other than its own, the 
transfer of such currencies and their use by the receiving country 
diall be without restriction by any member. 

Articlb VIII. Organization and Management 

Section 1. Structure of the Bank 

The Bank shall have a Board of Governors, a Board of Executive 
Directors, a President, an Executive Vice President, a Vice President 
in charge of the Fund, and such other ofScers and staff as may be 
considered necessary. 

Sec. 2. Board of Governors 

(a) All the powers of the Bank shaU be vested in the Board of 
Governors. Each member shall appoint one governor and one alter- 
nate, who shall serve for five years, subject to termination of appoint- 
ment at any time, or to reappointment, at the pleasure of the appoint- 
ing member. No alternate may vote except in the absence of hro 
principal. The Board shall select one of the governors as Chairman, 
who shall hold office until the next regular meeting of ih.^ Board. 

(b) The Board of Governors may delegate to the Board of Execu- 
tive Directors all its powers except power to — 

(i) admit new members and determine the conditions of their 
admission ; 

(ii) increase or decrease the authorized capital stock of the 
Bank and contributions to the Fund ; 

(iii) elect the President of the Bank and determine hie re- 
muneration; 
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(iv) suspend a member, pursuant to Article IX, Section 2; 

( v) determine the remuneration of the executive directors and 
their alternates ; 

(vi) hear and decide any appeals from interpretations of this 
Agreement given by the Board of Executive Directors ; 

(viij authorize the conclusion of general agreements for co- 
operation with other international organisations; 

(viii) approve, after reviewing the auditors' report, the gen* 
eral balance sheet and the statement of profit and loss of the insti- 
tution; 

(ix) determine the reserves and the distribution of the net 
profits of the Bank and of the Fund ; 

(x) select outside auditors to certify to the general balance 
sheet and the statement of profit and loss of the institution ; 

(xi) amend this Agreement ; and 

(xii) decide to terminate the operations of the Bank and to 
distribute its assets* 

(c) The Board of Governors shall retain full power to exercise 
authority over any matter delegated to the Board of Executive Di- 
rectors under paragraph (b) above- 

(d) The Board of GoTemors shall, as a general rule, hold a meeting 
annually. Other meetings may be held when the Board of Governors 
so provides or when called by the Board of Executive Directors. 
Meetings of the Board of Governors also shall be called by the Board 
of Executive Directors whenever requested by five members of the 
Bank or by members having one-fourth of the total voting power of 
the member countries. 

(e) A quorum for any meeting of the Board of Governors shall be 
-an absolute majority of the total number of governors representing 
not less than two-tnirds of the total voting power of the member 
countries, 

(f ) The Board of Governors may establish a procedure whereby 
iJie Board of Executive Directors, when it deems such action appro- 
priate, may submit a specific question to a vote of the governors with- 
out calling a meeting of the Board of Governors. 

(g) The Board of Governors, and the Board of Executive Directors 
to the extent authorized, may adopt such rules and regulations as may 
be necessary or appropriate to conduct the business of the Bank. 

(h) Governors and alternates shall serve aa such without compen- 
I sation from the Bankjbut the Bank may pay them reasonable expenses 
[incurred in attending meetings of the Board of Governors. 

Sec. 3. Board of Executive Directors 

(a) The Board of Executive Directors shall be responsible for the 

• conduct of the operations of the Bank, and for this purpose may exer- 
cise all the powers delegated to it by the Board of Governors. 
(b) There shall be seven executive directors, who shall not be gov- 
ernors, and of whom — 

|(i) one shall be appointed by the member having the largest 
number of shares in the Bank ; 
(ii) six shall be elected by the governors of the remaining 
members pursuant to the provisions of Annex C of this Agreement, 
Executive directors shall be appointed or elected for terms of three 
years and may be reappointed or reelected for successive terms. They 
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shall be persons of recognized competence and wide experience in 
economic and financial matters. 

(c) Each executive director shall appoint an alternate who shall 
have full power to act for him when he is not present. Directors and 
alternates shall be citizens of the member countries. None of tihie 
elected directors and their alternates may be of the same citizenship. 
Alternates may participate in meetings but may vote only when they 
are acting in place of their principals. 

(d) Directors shall continue m office until their successors are ap- 
pointed or elected. If the office of an elected director becomes vacant 
more than 180 days before the end of his term, a successor shall be 
elected for the remainder of the term by the governors who elected 
the former director. An absolute majority of the votes cast shall be 
required for election. While the office remains vacant, the alternate 
shall have all the powers of the former director except the power to 
appoint an alternate. 

(e) The Board of Executive Directors shall fimction in continuous 
session at the principal office of the Bank and shall meet as often as 
the business of the Bank may require. 

(f ) A quorum for any meeting of the Board of Executive Director 
shall be an absolute majority of the total number of directors repre- 
senting not less than two-thirds of the total voting power of the mem- 
ber countries. 

(g) A member of the Bank may send a representative to attend any 
meetmg of the Board of Executive Directors when a matter especially 
affecting that member is under consideration. Such right oi repre- 
sentation shall be regulated by the Board of Governors. 

(h) The Board of Executive Directors may appoint such committees 
as it deems advisable. Membership of such committees need not be 
limited to governors, directors, or alternates. 

(i) The Board oi Executive Directors shall determine the baffle 
organization of the Bank^ including the number and general respon- 
sibilities of the chief administrative and professional positions of the 
staff, and shall approve the budget of the Bank. 

Sec. 4. Voting 

(a) Each member country shall have 135 votes plus one vote for 
each share of the capital stock of the Bank held by that country, 

(b^ In voting in the Board of Governors, each governor shall be 
entitled to cast the votes of the member country which he representa 
Except as otherwise specifically provided in this Agreement, all mat- 
ters before the Board of Governors shall be decided by a majority of 
the total voting power of the member countries. 

(c) In voting in the Board of Executive Directors — 

(i) the appointed director shall be entitled to cast the nmnber 
of votes of tne member country which api)ointed him ; 

(ii) each elected director shall be entitled to cast the number 
of votes that coxmted toward his election, which votes i^all be cast 
asaimit;and 

(ii) except as otherwise specifically provided in this Agree- 
ment, all matters before the Board of Executive Directors shall be 
decided by a majority of the total voting power of the member 
countries. 
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Sec. 6, President^ Exsautive Vice President ^ and Staff 

(a) The Board of Governors, by an absolute majority of the total 
nuniber of governors representing not less than a majority of the total 
voting power of the member countries, shall elect a President of the 
Bank Who, while holding office, shall not be a governor or an executive 
director or alternate for either. 

Under the direction of the Board of Executive Directors, the Presi- 
dent of the Bank shall conduct the ordinary business of the Bank and 
ghall be chief of its staff. He also shall be the presiding officer at meet- 
ings of the Board of Executive Directors, but shall have no vote, ex- 
cept that it shall be his duty to cast a deciding vote when necessary to 
break a tie. 

The President of the Bank shall be the legal representative of the 
Bank. The term of office of the President of the Bank shall be five 
years, and he may be reelected to successive terms. He shall cease 
to hold office when the Board of Governors so decides by a majority 
of the total voting power of the member countries. 

(b) The Executive Vice President shall be appointed by the Board 
of Executive Directors on the recommendation of the President of the 
Bank, Under the direction of the Board of Executive Directors and 
the President of the Bank, the Executive Vice President shall exer- 
cisa such authority and perform such functions in the administration 
of the Bank as may be aetemiined by the Board of Executive Direc- 
tors. In the absence or incapacity of the President of the Bank, the 
Executive Vice President shall exercise the authority and perform the 
functions of the President. 

The Executive Vice President shaU participate in meetings of the 
Board of Executive Directors but shall have no vote at such meetings, 
except that he shall cast the deciding vote, as provided in paragraph 
(a) of this section, when he is acting in place of the President of tne 
Bank. 

(c) In addition to the Vice President referred to in Article IV, 
Section 8(b), the Board of Executive Directors may, on reconmienda- 
tion of the President of the Bank, appoint other vice presidents who 
shall exercise such authority and perform such functions as the Board 
of Executive Directors may determine. 

(d) The President, officers, and staff of the Bank, in the discharge 
of their offices, owe their duty entirely to the Bank and shall recognize 
DO other authority. Each member of the Bank shall respect the inter- 
national character of this duty, 

(e) The paramount consideration in the employment of the staff 
and in the determination of the conditions of service shall be the 
necessity of securing the highest standards of efficiency, competence, 
and integrity. Due regard shall be paid to the importance of recruit- 
ing the staff on as wide a geographical basis as possible. 

(f ) The Bank, its officers and employees shall not interfere in the 
political affairs of any member, nor shall they be influenced in their 
decisions by the political character of the member or members con- 
cerned. Only economic considerations shall be relevant to their de- 
cisions, and these considerations shall be weighed impartially in 
order to achieve the purpose and functions stated in Article I. * 
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Sec. 6. Publication of Reports and Provision of InformaMon, 

(a) The Bank shall publish an annual report containing an audited 
statement of the accounts. It shall also transmit (quarterly to the 
members a summary statement of the financial position and a profit- 
and-loss statement showing the results of its ordinary operations. 

(b) The Bank may also publish such other reports as it deems 
desirable to carry out its purpose and functions. 

Article IX. Withdrawal and Suspension op Members 

Section 1. Rights To Withdraw 

Any member may withdraw from the Bank by delivering to the 
Bank at its principal oflEice written notice of its intention to do so. 
Such withdrawal shall become finally effective on the date specified 
in the notice but in no event less than six months after the notice is 
delivered to the Bank. However, at any time before the withdrawal 
becomes finally effective, the member may notify the Bank in writing 
of the cancellation of its notice of intention to withdraw. 

After withdrawing, a member shall remain liable for all direct and 
contingent obligations to the Bank to which it was subject at the date 
of delivery of the withdrawal notice, including those specified in 
Section 3 of this article. However, if tiie withdrawal becomes finally 
effective, the member shall not incur any liability for obligations re- 
sulting from operations of the Bank effected after the date on which 
the withdrawal notice was received by the Bank. 

Sec. 2. Suspension of Membership 

If a member fails to fulfill any of its obligations to the Bank, the 
Bank may suspend its membership by decision of tiie Board of Gov- 
ernors by a two-thirds majority of the total number of governors repre- 
senting not less than three- fourths of the total voting power of the 
member countries. 

The member so suspended shall automatically cease to be a member 
of the Bank one year from the date of its suspension unless the Board 
of Governors decides by the same majority to terminate the suspension. 

Wliile under suspension, a member shall not be entitled to exercise 
any rights under this Agreement, except the right of withdrawal, but 
shall remain subject to all its obligations. 

Sec. 3. Settlement of Accounts 

(a) After a country ceases to be a member, it no longer shall share 
in the profits or losses of the Bank, nor shall it incur any liability 
with respect to loans and guarantees entered into by the Bank there- 
after. However, it shall remain liable for all amounts it owes the 
Bank and for its contingent liabilities to the Bank so long as any part 
of the loans or guarantees contracted by the Bank before the date on 
which the country ceased to be a membler remains outstanding. 

(b) When a country ceases to be a member, the Bank shall arrange 
for the repurchase of such country's capital stock as a part of the settle- 
ment of accounts pursuant to the provisions of this section; but the 
country shall have no other rights under this Agreement except as 
provided in this section and in Article XIII, Section 2. 

(c) The Bank and the country ceasing.to be a member may agree on 
the repurchase of the capital stock on such terms as are deemed appro- 
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pheita in the circumstances, without regard to the provisions of the 
tollowinff pai*agraph. Such agreement may provide, among other 
things, for a final settlement of all obligations of the country to the 
Bank. 

(d) If the agreement referred to in the preceding paragraph has 
not been consummated within six months after the country ceases to 
be a member or such other time as the Bank and such country may 
agree upon, the repurchase price of such country's capital stock shall 
be its book value, according to the books of the Bank, on the date 
when the country ceased to be a member. Such repurchase shall be 
subject to the following conditions : 

(i) As a prerequisite for payment, the country ceasing to be 
a member shall surrender its stock certificates, and such payment 
may be made in such installments, at such tinaes and in such avail- 
able currencies as the Bank determineSj taking into account the 
financial position of the Bank. 

(ii) Any amount which the Bank owes the country for the 
repurchase of its capital stock shall be withheld to the extent that 
the country or any of its subdivisions or agencies remains liable 
to the Bank as a result of loan or guarantee operations. The 
amount withheld may, at the option or the Bank, be applied on any 
such liability as it matures. However^ no amount shall be with- 
held on account of the country's contingent liability for future 
calls on its subscription pursuant to Article II, Section 4(a) (ii). 

(iii) If the Bank sustains net losses on any loans or participa- 
tions, or as a result of any guarantees, outstanding on the date the 
country ceased to be a member, and the amount of such losses 
exceeds the amount of the reserves provided therefor on such date, 
such country shall repay on demand the amount by which the 
repurchase price of its shares would have been reduced, if the 
losses Itad been taken into account when the book value of the 
shares, according to the books of the Bank, was determined. In 
addition, the former member shall remain liable on any call pur- 
suant to Article II, Section 4(a) (ii), to the extent that it would 
have been required to respond if the impairment of capital had 
occurred and the call had been made at the time the repurchase 
price of its share had been determined, 

(e) In no event shall any amount due to a country for its shares 
under this section be paid until six months after the date upon which 
the country ceases to be a member. If within that period the Bank 
terminates operations, all rights of such country shall be determined by 
the provisions of Article X, and such country shall be considered still a 
member of the Bank for the purposes of such article except that it 
shall have no voting rights. 

Article X. Suspension and Termination of Operations 

Section 1. Suspension of Operations 

In an emergency the Board of ICxecutive Directors may suspend 
operations in respect of new loans and guarantees until such time 
as the Board of Governors may have an opportunity to consider the 
situation and take pertinent .measures. 
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Sec. 2. Terminatuyn of Operations 

The Bank may terminate its oj)erations by a decision of the Board 
of Governors by a two-thirds majority of the total number of gover- 
nors representing not less than three- fourths of the total voting power 
of the member countries. After such termination of operations the 
Bank shall forthwith cease all activities, except those incident to the 
conservation, preservation, and realization of its assets and settlement 
of its obligations. 

Sec. 3. Liability of Members and Payment of Claims 

(a) The liabilitv of all members arising from the subscriptions to 
the capital stock of the Bank and in respect to the depreciation of their 
currencies shall continue until all direct and contmgent obligations 
shall have been discharged. 

(b) All creditors holding direct claims shall be paid out of the assets 
of the Bank and then out of payments to the Bank on unpaid or calla- 
ble subscriptions. Before making any payments to creditors holding 
direct claims, the Board of Executive Directors shall make such ar- 
raiigements as are necessary, in its judgment, to ensure a pro rata dis- 
tribution among holders of direct and contingent claims. 

Sec. 4. Distribution of Assets 

(a) No distribution of assets shall be made to members on acQOunt 
of their subscriptions to the capital stock of the Bank until all lia- 
bilities to creditors shall have been discharged or provided for. More- 
over, such distribution must be approved oy a decision of the Board 
of Grovemors by a two-thirds majority of the total number of gov- 
ernors representing not less than three-fourths of the total voting 
power of the memter countries. 

(b) Any distribution of the assets of the Bank to the members shall 
be in proportion to capital stock held by each member and shall be ef- 
fected at such times and under such conditions as the Bank shall deem 
fair and equitable. The shares of assets distributed need not be uni- 
form as to type of assets. No member shall be entitled to receive its 
share in such a distribution of assets until it has settled all of its obli- 
gations to the Bank. 

(c) Any member receiving assets distributed pursuant to this arti- 
cle shall enjoy the same rights with respect to such assets as the Bank 
enjoyed prior to their distribution. 

Article XI. Status, Immunities and Privileges 

Section 1. Scope of Article 

To enable the Bank to fulfill its purpose and the functions witii 
which it is entrusted, the status, immunities, and privileges set forth 
in this article shall be accorded to the Bank in the territories of each 
member. 

Sec. 2. Legal Status 

The Bank shall possess juridical personality and, in particular, full 
capacity — 

(a) to contract; 

(b) to acquire and dispose of immovable and movable property; 
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(c) to institute legal proceedings. 
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Sec. 3* Judici^ Proceedings 

Actions may be brought agamst the Bank only in a court of com- 
petent Jurisdiction in the territories of a member in which the Bank 
has an officej has appointed an agent for the purpose of accepting serv- 
ice or notice of process, or has issued or guaranteed securities^ 

No action diall be brought against the Bank by members or persons 
acting for or deriving claims from members. However^ member 
countries shall have recourse to such special procedures to settle con- 
troversies between the Bank and its members as may be prescribed in 
this Agreement, in the bylaws and regulations of the Bank or in con- 
tracts entered into with tlie Bank, 

Property and assets of the Banks shall, wheresoever located and by 
whomsoever held, be immlme from all forms of seizure, attachment or 
execution before the delivery of jRnal judgment against the Bank. 

Sec, 4, Immmnity of Assets 

Property and assets of the Bank, wheresoever located and by whom- 
soever held, shall be considered public international property; and shall 
be immune from search, requisition, confiscation, expropriation or any 
other form of taking or foreclosure by executive or legislative action. 

Sec. 5, Inviolability of Archives 

The archives of tiie Bank shall b© inviolable. 
Sec. 6. Freedom of Assets From Restrictions 

To the extent necessary to carr^r out the purpose and functions of 
the Bank and to conduct its operations in accordance with this Agree- 
ment, all property and other assets of the Bank shall be free from re- 
strictions, regulations, controls and moratoria of any nature, except as 
may otherwise be provided in this Agreement. 

Sec. 7. Privilege for Communications 

The official communications of the Bank shall be accorded by each 
member the same treatment that it accords to the official communica- 
tions of other members. 

Sec< 8. PersoTial Irmrmnities and Privileges 

All governors, executive directorSj alternates^ officers and employees 
of the Bank shall have the following privileges and immunities : 

(a) Immunity from legal process with respect to acts performed by 
them in their official capacity^ except when the Bank waives this 
immu nity . 

(b) When not local nationals, the same immunities from immigra- 
tion restrictions, alien registration requirements and national service 
obligations and the same facilities as regards exchange provisions as 
are accorded by members to the representatives, officials, and em- 
ployees of comparable rank of other members. 

(c) The same privileges in respect of traveling facilities as are ac- 
corded by members to representatives, officials, and employees of com- 
parable rank of other members. 

Sec, 9. Immunities From Tawation 

(a) The Bank, its property^ other assets, income, and the operations 
and transactions it carries out pursuant to this Agreement, shall be 
immune from all taxation and from all customs duties. The Bank 
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shall also be immune from any obligation relatinfi^ to the payment, 
withholding or collection of any tax, or duty . 

(b) No tax shall be levied on or in respect of salaries and emolu- 
ments paid bv the Bank to executive directors, alternates, officials or 
employees of the Bank who are not local citizens or other local 
nationals. 

(c) No tax of any kind shall be levied on any obligation or security 
issued by the Bank, including any dividend or interest thereon, by 
whomsoever held — 

(i) which discriminates against such obligation or security 
solely because it is issued by the Bank ; or 

(ii) if the sole jurisdictional basis for such taxation is the place 
or currency in which it is issued, made payable or paid, or the 
location of any office or place of business maintained by the 
Bank. 

(d) No tax of any kind shall be levied on any obligation or security 
guaranteed by the Bank, including any dividend or interest thereon, 
by whomsoever held — 

(i) which discriminates against such obligation or security 
solely because it is guaranteed oy the Bank ; or 

(ii) if the sole jurisdictional basis for such taxation is the 
location of any office or place of business maintained by the Bank. 

Sec. 10. Implementation 

Each member, in accordance with its juridical system, shall take 
such action as is necessary to make effective in its own territories the 
principles set forth in this article, and shall inform the Bank of the 
action which it has taken on the matter. 

Article XII. Amendments 

(a) This Agreement may be amended only by decision of the Board 
of Governors Dy a two-thirds majority of the total number of gov- 
ernors representing not Icvss than three-fourths of the total voting 
power of the member countries. 

(b) Notwithstanding the provisions of the preceding paragraph, 
the unanimous agreement of the Board of Governors shall be required 
for the approval of any amendment modifying — 

(i) the right to withdraw from the Bank as provided in Article 
EJt, Section 1; 

(ii) the right to purchase capital stock of the Bank and to 
contribute to the Fund as provided in Article II, Section 3(b) 
and in Article IV, Section.3 (g) , respectively ; and 

(iii) the limitation on liability as provided in Article II, Sec- 
tion 3(d) and Article IV, Section 6. 

(c) Any proposal to amend this Agreement, whether emanating 
from a member or the Board of Executive Directors, shall be com- 
municated to the Chairman of the Board of Governors, who shall 
bring the proposal before the Board of Governors. When an amend- 
ment has been adopted, the Bank shall so certify in an official commu- 
nication addressed to all members. Amendments shall enter into force 
for all members three months after the date of the official communi- 
cation unless the Board of Governors shall specify a different period. 
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Article XIII. Interpretation and Arbitration 

Section 1. Interpretation 

(a) Any question of interpretation of the provisions of this Agree- 
ment arising between any member and the Bank or between any 
members of the Bank shall be submitted to the Board of Executive 
Directors for decision. 

Members especially affected by the question under consideration 
shall be entitled to direct representation before the Board of Execu- 
tive Directors as provided in Article VIII, Section 3 (g) . 

(b) In any case where the Board of Executive Directors has given 
a decision imder (a) above, any member may require that the Ques- 
tion be submitted to the Board of Governors, whose decision shall be 
final. Pending the decision of the Board of Governors, the Bank 
may, so far as it deems it necessary, act on the basis of the decision of 
the Board of Executive Directors. 

Sec. 2. Arhid/ration 

If a disagreement should arise between the Bank and a coimtry 
which has ceased to be a member, or between the Bank and any mem- 
ber after adoption of a decision to terminate the ojjeration of the Bank, 
such disa^eement shall be submitted to arbitration by a tribunal oi 
three arbitrators. One of the arbitrators shall be appointed by the 
Bank, another by the country concerned, and the tnird, unless the 
parties otherwise agree, by the Secretary General of the Organiza- 
tion of American States. If all efforts to reach a unanimous agree- 
ment fail, decisions shall be made by a majority vote of the Uiree 
arbitrators. 

The third arbitrator shall be empowered to settle all questions of 
procedure in any case where the parties are in disagreement with 
respect thereto. 

Article XIV. General Provisions 

Section 1. PrvruApalOifice 

The principal office of the Bank shall be located in Washington, 
District of Columbia, United States of America. 

Sec 2. Relations WUhOtTierOrgamsa^ions 

The Bank may enter into arrangements with other organizations 
with respect to the exchange of information or for other purposes con- 
sistent with this Agreement. 

Sec. 3. ChofmelofComnvufucation 

Each member shall designate an official entity for purposes of com- 
munication with the Bank on matters connected with this Agreement. 

Seo.4. DepoHtories 

Each member shall designate its central bank as a depository in 
which the Bank may keep its holding of such member's currency and 
other assets of the Bank. If a meimber has no central bank, it shall, 
in agreement with the Bank, designate another institution for such 
purpose. 
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Article XV. Final Provisions 

Section 1. Signature and Acceptance 

(a) This Agreement shall be deposited with the Greneral Secretariat 
of the Organization of American States, where it shall remain open 
until December 31, 1959, for signature by the representatives of the 
countries listed in Annex A. Each signatory country shall deposit 
with the General Secretariat of the Organization of -Ajnerican States 
an instrument setting forth that it has accepted or ratified this Agree- 
ment in accordance with its own laws and has taken the steps neces- 
saiT to enable it to fulfill all of its obligations under this Agreement. 

(b) The General Secretariat of the Organization of American 
States shall send certified copies of this Agreement to the members 
of the Organization and duly notify them of each signature and 
deposit of the instrument of acceptance or ratification made pursuant 
to the foregoing paragraph, as well as the date thereof. 

(c) At the time the instrument of acceptance or ratification is 
deposited on its behalf, each country shall deliver to the General 
Secretariat of the Organization of American States, for the purpose of 
meeting administrative expenses of the Bank, gold or United States 
dollars equivalent to one-tenth of one percent of the purchase price 
of the shares of the Bank subscribed by it and of its quota in the 
Fund. This payment shall be credited to the member on account of 
its subscription and quota prescribed pursuant to Articles II, Section 
4(a) (i), and IV, Section 3(d) (i). At any time on or after the date 
on which its instrument of acceptance or ratification is deposited, any 
member may make additional payments to be credited to the member 
on account of its subscription and quota prescribed pursuant to 
Articles II and IV. The General Secretariat of the Organization of 
American States shall hold all funds paid under this paragraph in a 
special deposit account or accounts and shall make such fimds avail- 
able to the Bank not later than the time of the first meeting of the 
Board of Governors held pursuant to Section 3 of this article. If this 
Agreement has not come into force by December 31, 1959, the General 
Secretariat of the Organization of American States shall return such 
funds to the countries that delivered them. 

(d) On or after the date on which the Bank commences operations, 
the General Secretariat of the Organization of American States may 
receive the signature and the instrument of acceptance or ratification 
of this Agreement from any country whose membership has been 
approved m accordance with Article II, Section 1(b). 

Seo. 2. Entry IrUo Force 

(a) This Agreement shall enter into force when it has been signed 
and mstruments of acceptance or ratification have been deposited, in 
accordance with Section 1(a) of this article, by representatives of 
coimtries whose subscriptions comprise not less than 85 percent of the 
total subscriptions set forth in Annex A. 
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(b) Countries whose instruments of acceptance or ratification were 
deposited prior to the date on which the aOTeement entered into force 
shall become members on that date. Other countries shall become 
members on the dates on which their instruments of acceptance or 
ratification are deposited. 

Sec. 3. Comm%encement of Operations 

(a) The Secretary General of the Organization of American States 
shall call the first meeting of the Board of Governors as soon as this 
Agreement enters into force under Section 2 of this article. 

(b) At the first meeting of the Board of Governors arrangements 
shall be made lor the selection of the executive directors and their 
alternates in accordance with the provisions of Article VIII, Section 
3, and for the determination of the date on which the Bank shall 
commence operations. Notwithstanding the provisions of Article 
VII, Section 3, the governors, if they deem it desirable, may provide 
that the first term to be served by such directors may be less than 
three years. 

Done at the city of Washington, District of Columbia, United 
States of America, in a single origfinal, dated April 8, 1959, whose 
English, French, Portuguese, and Spanish teicts are equally authentic. 

Annex A — Subscriptions to Authorized Capital Stock op the 

Bank 



[In shares of U.S. $10,000 each] 




Cotintry 


Paid-in capital 
shares 


Callable shares 


Total sub- 
scription 


Argentina . 


6,157 
414 

6,157 

1,416 

1,415 
207 

1,842 
276 
276 
207 
276 
207 
207 

3, 315 
207 
207 
207 
691 
15,000 
553 

2,763 


5,157 
414 

5,157 

1,416 

1,415 
207 

1,842 
276 
276 
207 
276 
207 
207 

3,315 
207 
207 
207 
691 
20, 000 
553 

2,763 


10, 314 
828 


BoBvia _ 


Brazil 


10, 314 

2,832 

2,830 

414 


Chile 


Colombia .- 


Costa Rica 


Cuba 


3,684 
552 


Dominican Republic 


Ecuador _ 


552 


TH S»-I vAdnr . . 


414 




552 


Haiti. _ _ 


414 


Honduras 


414 


Mexico 


6,630 


Nicaragua 


414 


Panama 


414 


Pat'aeuav - 


414 


Peru ___ 


1,382 


United States of America 


35,000 


Uruguay . 


1,106 


Venezuela . 


5,526 






Total 


40,000 


45, 000 


85, 000 
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Ankbx B — Contribution Quotas for thb Fund for Spboial 

Operations 

[In thousands of U.S. dollars] 

Country : Qm^f 

Argentina 10,814 

Bolivia 828 

Braeil 10,814 

Chile . 2382 

Colombia 2^880 

Costa Bica 414 

Cuba 8,684 

Dominican Republic 652 

Ecuador 652 

El Salvador 414 

Guatemala 562 

Haiti 414 

Honduras ^ 414 

Mexico - 6,680 

Nicaragua - 414 

Panama 414 

Paraguay 414 

Peru ^ 1,882 

United States of America 100,000 

Uruguay 1,106 

Venezuela 5,526 

T6tal ^ 150,000 

Annex C — ^Election op Exboutivb Directtors 

(a) The six executive directors referred to in Article VIII, Section 
8(d) (ii) shall be elected by the governors eligible to vote for that 
puipose. 

(b) Each governor shall cast in favor of a single person all the votes 
to which the member he represents is entitled mider Article VIII, 
Section 4. 

(c) In the first place, as many ballots as are necessary shall bo taken 
tmtil each of four candidates receives a number of votes tiiat repre- 
sents a percentage not less than the sum of the percentages appertain- 
injg to tne country with the greatest voting power and to the country 
with the least voting power. For the purposes of this paragraph, the 
total votinfir power of the ooimtries entitled to participate in the voting 
provided jfor under this annex shall be counted as 100 percent. 

(d) In the second place, governors whose votes have not been cast 
in favor of any of the directors elected under paragraph (c) of this 
annex shall elect the other two directors on the basis of one vote for 
each governor. The two candidates who each receive a greater num- 
ber of votes than any other candidate, on the same baSot, shall be 
elected executive directors, and the balloting shall be repeated until 
this occurs. After the balloting has been compl^^ed, each governor 
who did not vote for either of the candidates elected shall assign his 
vote to one of them. 

The number of votes under Article VIII, Section 4, of each governor 
who has voted for or assigned his vote to a candidate elected here- 
under shall be deemed for the purposes of Article VIII, Section 4(c) 
(ii) to have counted toward the election of such candidate. 
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DECLARATION 

OF THE 

PRESIDENTS OF AMERICA 



TOE PRESIDENTS OF THE AMERICAN STATES AND THE PRIME MINISTER OF 
TRINIDAD AND TOBAGO MEETING IN PUNTA DEL ESTE, URUGUAY, 



RESOLVED to give more dynamic and concrete expression to the ideals of 
Latin American unity and of solidarity among the peoples of America, 
which insplz^ed the founders of their countries; 

DBTERMINEa) to make this goal a reality within their own generation, 
in keeping with the economic, social and cultural aspirations of their 
peoples; 

INSPIRED by the principles underlying the inter- American eystem, es- 
pecially those contained in the Charter of Punta del Este, the Economic 
and Social Act of Rio de Janeiro, and the Protocol of Buenoa Aires 
amending the Charter of the Organization of American States; 

CONSCIOUS that the attainment of national and regional development ob- 
jectives in Latin America is based essentially on self-help; 

CONVINCED, however, that the achievement of those objectives requires 
determined collaboration by all their countries, complementary support 
through mutual aid, and expansion of external cooperation; 

PI£D6ED to give vigorous impetus to the Alliance for Progress and to 
emphasize its multilateral character, with a view to encouraging bal- 
anced development of the region at a pace substantially faster than 
attained thus far; 

UNITED in the intent to strengthen democratic institutions, to raise 
the living standards of their peoples and to asstire their increased 
participation in the development process, creating for these purposes 
suitable conditions in the political, economic and social as well as 
labor fields; 

RESOLVED to maintain a harmony of fraternal relations in the Americas, 
in which racial equality must be effective; 
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PROCLAIM 

The solidarity of the countries they represent and their decision to 
achieve to the fullest measure the free, just, said democratic socieJ. 
order demanded by the peoples of the Hemisphere* 



Latin America 
will create a 
common market 

THE PRESIDENTS OF THE UTIN AMERICAN REPUBLICS 

resolve to create progressively, beginning in 1970, 

the Latin American Common Market, which shall be 

substantially in operation in a period of no more 

than fifteen years. The Latin American Common 

Market will be based on the complete development 

and progressive convergence of the Latin American 

Free Trade Association and of the Central American 

Common Mazket, taking into account the interests 

of the Latin American countries not yet affiliated 

with these systems. This great task will reinforce 

historic bonds, will promote industrial development 

and the strengthening of Latin American industrial 

enterprises, as well as more efficient production 

and new opportunities for eniployment, and will pe]>- 

mLt the region to play its deservedly significant 

role in world affairs. The ties of friendship among 

the peoples of the Continent will thus Be strength- 
ened* 



THE PRESIDENT OF Cffi UNITED STATES OF AMERICA, 
for his part, declares his firm support for this 
promising Latin American initiative* 



OHE UNDERSIGNED PRESIDENTS AITrSM THAT: 



Economic integration demands a major sustained effort 
to build a land transportation network and to improve 
transportation systems of all kinds so as to open the 



We will lay the 
physical fova^ 
dationa for 
Latin American 
economic inte- 
gration through 
multinational 
projects^ 
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way for the movement of both people and goods 
throughout the Continent; to establish an ade- 
quate and efficient telecomunicatlons eystem; 
to instcdl inters connected power Ggrstems; and 
to develop jointly international river basins, 
frontier regionsi and economic areas which 
include the territory of two or more countries. 



To increase sobstantially latin American foreigxH 
trade earnings, individual and joint efforts shall 
be directed toward facilitating noxwdiscrimlnatory 
access of Latin American products in world markets, 
toward increasixig Latin American earnings from tra- 
ditional exports, toward avoiding frequent fluctu- 
ations in income from such commodities, and, finally, 
toward adopting measures that will stimulate e3q>orts 
of Latin American manufactured products. 



We will .loin in 
efforts to in - 
crease substan- 
tially LaUn 
American foreign- 
trade earnings . 



The living conditions of the rural wozkers and 
farmers of Latin America will be transformed, to 
guarantee thelar full parti oipation in economic and 
social progress. Far that purpose, integrated 
programs of modernization, land settlement, and 
agrarian reform will be carried out as the coun- 
tries so require. Similarly, productivity will be 
improved and agricxiltural production diversified. 
Furthermore, recognizing that the Continent's ca- 
pacity for food production entails a dual respon- 
sibility, a special effort will be made to. produce 



We will modernize 
the living condi- 
tions of our rural 
populations, raise 
agricultural pro- 
ductivity in gen- 
eral, and Inoreaso 
food production 
for the benefit 
of both Latin 
America and the 
rest of tlie world. 
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sufficient food for the growing needs of their own 
peoples and to contribute toward feeding the peoples 
of other regions. 



Tb give a decisive irapotuG to education for develop- 
ment, literacy campaigns will be intensified, edu- 
cation at all levels will oq greatly expanded, and 
its quality improved so that the rich human potential 
of their peoples may make their maximum contribution 
to the economic, social, and cultural development 
of Latin America • Educational systems will be modern- 
ized talcing full advaixtage of educational innovations, 
and exchanges of teachers and students will be in- 
creased. 



We will vigorw 
ouely promote 
education for 
developpient » 



Latin America will share in the benefits of current 
scientific and technological progress so as to re- 
duce the widening gap between it and the highly 
industrialized nations in the areas of production 
techniques and of li'diig conditions. National sci- 
entific and technological programs will be developed 
and strengthened and a regional program will be 
started; multinational institutes for advanced train- 
ing and research will be established; existing insti- 
tutes of this kind in Latin America will at the same 
time be strengthened and contidbutions will be made to 
the exchange and advancement of technological know3^ 
edge. 



We will harness 
science and techncjL- 
ogy for the service 
of our peoplleg . "^ 



The fundeimental role of liocdth in the economic and 
social development of Latin America demands that 
the prevention and control of communicable diseases 
be intensified and that measures be taken to erad- 
icate those which can be completely eliminated by 



We will expand 
programs for 
improving the 
health of TSe 
American peoples . 
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existing techniques. Also prograns to siiqpply drink- 
ing water and other services essential to urban and 
rural environmental sanitation iidll be speeded up. 



OEB PRESIDENTS OF OHE LATIN AMERICAN REPUBLICS, 
conscious of the importance of eurmed forces to 
the maintenance of security, recognize at the 
6am3 time that the demands of economic development 
and social progisss mal:e it necessary to devote 
to those purposes the maximum resources available 
in Latin America. 

Therefore, they esqpress their intention to limit 

military erpi^Bditures In proportion to the actual 
demands of nationAl security in accordance \iith 
^BLch coiLitry's constitutional provisions avoiding 
those expenditures* that &re not indispensable for 
the performance of th^j specific duties of the armed 
forces EUid, where pertinent of international com- 
nltmenta that obligate their reapective govenunsnts. 
^th regard to tne Treaty on the 3anning of Nuclear 
Anns in Latin Ame^^ica they esipresB the hope that 
it may enter into force as soon as possible once 
the requirements e?6tablifihed by the Treaty are 
fulfilled, 

XN FACING TOE PROBLEMS CCMISIDERED IN THIS MEETING, 
whxch constitute a challenge to the will of the 
American goverrjnents and peoples, the Presidents 
:5>roc.''.a±m their f&ith in the basic purpose of the 
inter-AjJiencin system: to proraote in the Americas 
X^x-ee and democratize sodetiea existing under tlio 
xmle of Inv wlioso dynanic economies reinforced 
l^y growing technological capabiHties, %d.ll allow 
-tliem to ser-'^e with eve^' -increasing effectiveness 
-tlie peoples of the Continent, to whom they annoimce 
-tlie follovdng program. 



latin Aiaerlca 

will eliTninats 

gd-Iltary 



4*- When the terra "Latin America" is used in this text, 
5.t i& to be undor^tood that it includes all the member 
states of the O.^ganization of American States, except 
the United States of America The tem> "Presidents" 
Includes the Priifje Minister of Trinidad and Tobago. 
Ihe term "CcnLineiit*' comprises both the continental 
and insiO-pr areas. 
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II 

ACTION PROGRAM 

CHAPOER I 

LATIN AMERICAN ECONOMIC INTEGRATION 
AND INDUSTRIAL DEVELOPMENT 



Principles, ob.lectives, and goals 

Economic integration is a collective instrument for accelerating Latin 
Lmerican development and should constitute one of the policy goals of each 
►f the countries of the region. The greatest possible efforts should be 
lade to bring it about, as a necessary complement to national development, 
ilans* 

At the same time, the different levels of development and economic and 
larket conditions of the various Latin American countries must be borne in 
dnd, in order that the integration process may promote their harmonious 
ind balanced growth. In this respect, the countries of relatively less eco- 
lomic development, and, to the extent required, those of insufficient market, 
Fill have preferential treatment in matters of trade and of technical and 
'inancial cooperation* 

Integration must be fully at the service of Latin America. This requires 
,ne strengthening of Latin American enterprise through vigorous financial and 
technical support that vdll permit it to develop and supply the regional mar- 
:et efficiently. Foreign private enterprise vdll be able to fill an important 
'unction in assuring a::hievement of the objectives of integration within the 
lertinent policies of each of the countries of Latin America. 

Adequate financing is required to facilitate the economic restructuring 
ind adjustments called for by the urgent need to accelerate integration. 

It is necessary to adopt all measures that vdll lead to the completion 
•f Latin American integration, above all those that vdll bring about j in the 
shortest time possible, monetary stability and the elimination of all re- 
itrictions, including administrative, financial, and exchange restrictions, 
;hat obstruct the trade of the products of the area. 

To these ends, the Latin American Presidents, agree to take action on 
he follovdng points: 
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a* Beginning in 1970, to establish progressively the Latin American 
Common Market, which should be substantially in operation within 
a period of no more than fifteen years. 

b« The Latin American Common MajHket will be based on the improvement 
of the two existing integration systems: the Latin American Free 
Trade Association (LAFTA) and the Central American Common Market 
(CACM) . llie two systems will initiate simultaneously a process 
of convergence by stages of cooperation, closer ties, and inte- 
gration, taking into account the interest of the Latin American 
countries not yet associated with these systems, in order to 
provide their access to one of them. 

c. To encourage the incorporation of other countries of the Latin 
American region into the existing integration systems* 

2, Measures with regard to the Latin /jnerican 
Free Trade Association (LAFTA) 

Hie Presidents of the member states of LIFTA instruct their respective 
Ministers of Foreign Affairs, who will participate in the next meeting of 
the Council of Ministers of LAFTA, to be held in 196?, to adopt the measures 
necessary to implement the following decisions: 

a. To accelerate the process of converting LAFTA into a common market. 
To this end, starting in 1970 » and to be completed in a period of 
not more than fifteen years, L\FTA will put into effect a system 

of programmed elimination of duties and all other nontariff restric- 
tions, and also a system of tariff harmonization, in order to estab- 
lish progressively a common external tariff at levels that will 
promote efficiency and productivity, as well as the expansion of 
trade • 

b. To coordinate progressively economic policies and instruments and 
to harmonize national laws to the extent required for integration* 
These measures will be adopted simultaneously with the improvemeat 
of the integration process. 

c* To promote the conclusion of sectoral agreements for industrial 
complementation, endeavoring to obtain the participation of the 
countries of relatively less economic development* 

d* To promote the conclusion of teraporaxy subregional agreements, 

with provision for reducing tariffs within the subregions and har- 
monizing treatments toward third nations more rapidly than in the 
general agreements, in keeping with the objectives of regional 
integration. Subregional tariff reductions will not be extended 
to countries that are not parties to the subregional agreement, 
nor will they create special obligations for them* 
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Participation of the countries of relatively less economic development 
In all stages of ths integration process and in the formation of tho Latin 
ft.raerican Common Market will be based on the provisions of the Treaty of 
'ontevideo and its complo;nentary resolutions, and these countries vdll be 
?iven the greatest i^ossible advantages, go that balanced development of the 
region may be achieved. 

To this same end, they have decided to promote immediate action to 
facilitate free access of products of the LAFTA member countries of rela- 
tively less economic development to tho market of the other LAFTA coiintries, 
■md to promote the installation and financing in the former countries of 
Industries intended for the enlarged market o 

The countries of relatively less economic development will have the 
right to participate end to obtain preferential conditions in the subregional 
ngreements in which thoy have an interests 

The situation of countries characterized as being of insufficient market 
shall be taken into account in temporary preferential treatments established, 
to the extent necessary to achieve a harmonious development in the integration 
process. 

It is understood that all the provisions set forth in this section fall 
«d.thin or are based upon the Treaty of Montevideo. 

5 • Measures with refcard to the Ce ntral American 
economic integration program 

The Presidents of the member states of the Central American Ccnnion 
^laxicet, commit themselves: 

a* To carry out an action program that will include the following 
measures, among others: 

(1) Improvement of the customs union and establishment of a 
Central American monetary unionf 

(2) CompD.etion of the regional network of infrastructure; 

(3) Promotion of a common foreign- trade policy; 

(k) Improvement of the common market in agricultural products 

and implementation of a joint, coordinated industrial policy; 

(5) Acceleration of the process of froe movement of manpower and 
capital within the area; 

(6) Harmonization of the basic legislation required for economic 
integration. 
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b. lb apply, in the implementation of the foregoing measures, and when 
pertinent, the temporary preferential treatment already established 
or that may be established, in accordance with the principle of 
balanced development among countries. 

c. To foster closer ties between Panama and the Central American Common 
Market, as well as rapid expansion of trade and investment relations 
with neighboring countries of the Central American and Caribbean 
region, taking advantage, to this end, of their geographic proximity 
and of the possibilities for economic cornpleraentation; also, to seek 
conclusion of subregional agreements and agreements of industrial 
complementation between Central America and other Latin American 
countries. 

Meaeurea common to Latin American coimtries 

The Latin American Presidents commit themselves; 

a. Not to establish new restrictions on trade anioxig Latin American 
countries, except in special cases, such as those arising from 
equalization of tariffs and other instruments of trade policy, as 
well as from the need to assure the initiation or escpansion of 
certain productive activities in countries of relatively less 
economic development , 

b. To establish, by a tariff cut or other equivalent measures, a margin 
of preference within the region for all products originating in 
Latin American countries, taking into account the different degrees 
of development of the countries. 

c« To have the measures in the two preceding paragraphs applied imme* 
diately among the member countries of LAFTA, in harmony %d.th the 
other measures referring to this organization contained in the 
present chapter and, insofar as possible, to extend them to noa- 
member countries in a manner compatible with existing international 
commitments, inviting the latter countries to extend similar pref-i 
erence to the members of LAFTA, with the same qualification. 

d* To ensure that application of the foregoing measures shall not 

hinder internal readjustments designed to rationalize the instruments 
of trade policy made necessary in order to carry out national develop- 
ment plans and to achieve the goals of integration* 

e» To promote acceleration of the studies already initiated regarding 
preferences that LATiA countries might grant to ingjorts from the 
Latin American countries that are not members of the Association* 

f. To have studies made of the possibility of concluding agreements 
of industrial complementation in which all Latin American countries 
may participate, as well as temporazy subregional economic integration 
agreements between the CACM and member countries of LAFTA. 
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g« To have a committee established composed of the executive organs of 
LAFTA and the CACM to coordinate implementation of the foregoing 
points. To this end, the committee vdll encourage meetings at the 
ministerial level, in order to ensure that Latin American integration 
will proceed as rapidly as possible, and, in due course, initiate 
negotlatior of a general treaty or the protocols required to create 
the Latin American Common Market. Latin American countries that 
are not members shall be invited to send representatives to these 
meetings and to those of the committee of the executive organs of 
LAFTA and the CACM. 

h« To give special attention to industrial development vdthin inte- 
gration, and particularly to the strenghening of Latin American 
industrial firms. In this regard, we reiterate that development 
must be balanced between investments for economic ends and Invest^ 
ments for social ends. 

Measures common to member countries of the 
Organization of American States (OAS) 

The Presidents of the member states of the OAS, agree: 

a. To mobilize financial and technicsil resources within and %d.thout 
the hemisphere to contribute to the solution of problems in 
connection with the balance of payments, industrial readjustments, 
and retraining of the labor force that may arise from a rapid 
reduction of trade barriers during the period of transition toward 
the common market, as well as to increase the sums available for 
export credits in intra- Latin American trade. The Inter- American 
Development Bank and the organs of both existing integration ^sterns 
should participate in the mobilization of such resources. 

b. To mobilize public and private resources within and without the 
hemisphere to encourage industrial development as part of the 
integration process and of national development plans. 

c. To mobilize financial and technical resources to undertake specific 
feasibility studies on multinational projects for Latin American 
industrial firms, as well as to aid in carrying out these projects. 

d« To accelerate the studies be^ng conducted by vsurious inter-American 
agencies to promote strengthening of capital markets and the possible 
establishment of a Latin American stock market. 
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e. To make available to Central Ameidca, within the Alliance for 
Progress, adequate techn-'.cal end financial resources, including 
those required for strengthening and expanding the existing 
Central American Economic Integration Fiuid, for the purpose of 
accelerating the Central Anerican e c.o noraic integration program, - 

f . To make available, vdthin the Alliance for Progress and pursuant 
to the provisions of the Charter of Punta del Este, the technical 
and financial resources needed to accelerate the preparatory 
studies and work involved in converting LAFTA into a common market. 



CHAPTER II 
MULTINATIONAL ACTION FOR INFRASTRUCTDRE PROJECTS 

The economic integration of Latin America demands a vigorous and 
sustained effort to complete and moderni::e the physical, infrastructure of 
the region. It is necessary to build a land transport network and improire 
all types of transport systems to facilitate the movement of persons and 
goods throughout the hemisphere; to establish an adequate and efficient 
telecommunications ^stem and interconnected power systems; and Jointly to 
develop international watersheds, frontier regions and economic areas that 
include the territory of two or more countries « .'.n Latin America there are 
in existence projects in all these fields ^ at different stages of preparation 
or iii?)lementation, but in many cases the completion of prior studies, financii 
resources, or merely the coordination of efforts and the decision to bring 
them to fruition are lacking. 

The Presidents of the member states of the OAS agree to engage in determ: 
action to undertake or accelerate the construction of the infrastructure re- 
quired for the development and integration of Latin America and to make bettei 
use thereof. In eo doing, it is essential that the groups of interested coun- 
tries or multinationa3. institutions determine criteria for assigning prlocitii 
in view of the amount of human and materd.al resources needed for the taak. 

As one basis for the criteria, which \^11 be determined with precision 
upon consideration of the specific cases submitted for study, they stress the 
fundamental need to give preferential attention to those projects that benefit 
the countries of the region that are at a relfittivsly lower level of economic 
development o 

Priority should also be given to/the /iiobilization of financial and toeh- 
nical resources for the preparation and implementation of infrastructure 
projects that will facilitate the participation of lemdlocked countries in 
regional and international trade. 
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In consequence, they adopt the following decisions for Imnediate inQ)le- 
mentation: 

1* To complete the studies and conclude the agreements necessary to 
accelerate the construction of an inter- American telecommunicatlozis network, 

2. To expedite the agreements necessary to complete the Pan American 
High%rayt to accelerate the construction of the Bolivarian Highway (Carretera 
Marginal de la Selva) and its junction with the Trans-Chaco Highway and to 
sii^port the studies and agreements designed to bring into being the new 
tal^%ray systems that will join groups of countries of continental and insular 
Latin America, as well as the basic works required to develop water and 
airborne transport of a multinational nature and the corresponding systems 
of operation. As a complement to these agreements, negotiations should be 
undertaken for the purpose of eliminating or reducing to a minimum the 
restrictions on international traffic emd of promoting technical and adminis- 
trative cooperation among land, water, and air transport enterprises and the:: 
establishment of multinational transport services* 

3* To sponsor studies for preparing joint projects in connection with 
imtersheds, such sis the studies commenced on the development of the Biver Plate 
basin and that relating to the Gulf of Fonseca. 

4. To allocate sufficient resources to the Preinvestment Fund for 
Latin American Integration of the IDB for conducting studies that will make 
it possible to identify and prepare multinational projects in all fields 
that may be of importance in promoting regional integration* In order that 
the aforesaid Fund may carry out an effective pzx)motion effort, it Is necessaxy 
that an adequate part of the resources alloccited may be used without reim- 
bursement ^ or with reimbursement conditioned on the execution of the corre» 
spending projects* 

3* To mobilize, within and oatside the hemisphere, resources in addition 
to those that will continue to be placed at the disposal of the countries to 
support national economic development programs, such resources to be devoted 
especially to the implementation of multinational infrastructure pxt>jecta 
that can represent important advances in the Latin American eoonomic dlnte- 
gration process* In this regard, the IDB should have additional resources 
in order to participate actively in the attainment of this objective* 
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CHAPTER III 

MEASURES TO IMPROVE INTKRNATIC^AL TlXiiDE CONDITIONS 
IN UTIN ANERICA 



The ecQnomic development of Latin America is seriously affected 
by the adverse conditions in which its international trade is carried 
out. Market structures^ financial conditions^ and actions that 
prejudice exports and other' income from outside Latin America are 
impeding its growth and retarding the integration process. All this 
causes particular concern in view of the serious and growing imbalance 
between the standard of living in Latin American countries and that 
of the industrialized nations and^ at the same time^ calls for definite 
decisions and adequate instruments to implement the decisions* 

Individiaal and Joint efforts of the member states of the OAS are 
essential to increase the incomes of Latin American countries derived 
from, and to avoid frequent fluctuations in, traditional exportSf as 
well as to prcmiote new exports. Such efforts are also essential to 
reduce any adverse effects on the external earnings of Latin American 
coimtries that may be caused by measures which may be taken by indus- 
trialized countries for balance of payments reasons* 

The Charter of Punta del Este, the i^conomic and Social Act of 
Rio de Janeiro and the new provisions of the Charter of the OAS reflect 
a hemispheric agree«nent with regara to these problems, which needs to 
be effectively'' implemented; therefore, the Presidents of the member 
states of the OAS agree: 

1. To act in coordination in multilateral negotiations to achieve, 
without the more highly developed countries' expecting reciprocity, 

the greatest possible reduction or the elimination of tariffs and other 
restrictions that impede the access of Latin American products to world 
markets. The Government of thp United States intends to make efforts for 
the purpose of liberalizing the conditions affecting exports of basic 
products of special interest to Latin American countj^ies, in accordance 
with the provisions of Article 37. a) of the Protoc<»l of Buenos /dres, 

2. To consider together possible systems of general nonreciprocal 
preferential treatment for e3q)orts of manufactures and semimanufactures 
of the developing countries, with a view to improving the condition of 
the Latin American export trade. 

3« To undertake a Joint effort in all international institutions 
and organizations to eliminate discriminatory preferences against 
Latin American exports. 
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4. To strengthen the system of intergovernmental consultations 
and carry them out sufficiently in advance, so as to render them 
effective and ensure that programs for placing and selling surpluses 
and reserves that affect the eaq^orts of the developing countries take 
into account the interests of the Latin American countries. 

5» To ensure compliance with international commitments to refrain, 
from introducing or increasing tariff and nontariff barriers that 
affect ejqjorts of the developing countries, taking into accotmt the 
interests of Latin /unerica, 

6. To combine efforts to strengthen and perfect existing inteiv 
national agreements, particularly the International Coffee Agreement, 
to obtain favorable conditions for trade in basic products of interest 
to Latin America and to explore all possibilities for the development 
of new agreements. 

7. To support the financing and prompt initiation of the activities 
of the Coffee Diversification Fund, and consider in due course the 
creation of ether funds to make it possible to control the production 

of basic products of interest to Latin America in which there is a 
chronic imbalance between supply and demand. 

8. To adopt measures to make Latin American export products 
more competitive in world markets. 

9. To put in operation as soon as possible an inter^American 
agency for export promotion that will help to identify and develop 
new export lines and to strengthen the placing of Latin American 
products in international markets, and to improve national and regional 
agencies designed for the same purpose. 

10. To initiate such individual or joint action on the part of 
the member states of the OAS as may be required to ensure effective 
and timely execution of the foregoing agreements, as well as those 
that may be required to continue the execution of the agreements 
contained in the Charter of Punta del Este, in particular those 
relating to foreign trade. 

With regard to joint action, the Inter-American Committee on 
the AJLliance for Progress (CIAP) and other agencies in the region shall 
submit to the Inter-Anerican liconomic and Social Council (lA-ECOSOCi, 
for consideration at its next meeting, the means, instruments, and action 
program for initiatinf3 execution thereof. 

At its annual meetings, lA-HJOSOC shall examine the progress of 
the programs under way with the object of considering such action as 
may ensure compliance vdth the agreements concluded, inasmuch as a 
substantial improvement in the international conditions in which Latin 
American foreign trade is carried on is a basic prerequj.site to the 
acceleration of economic developnent . 
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CHAPTER IV 

MODEEINIZATION OF RURAL LIFE im INCRHikSi; OF ..UKICULTURhL 
PRODUCTIVITY, PRINCIPALLY OF FOOD 

In order to promote a rise in the standard of living of farmers 
and an improvement in the condition of thci Latin /Unerj.can rural people 
and their full participation in economic and social life, it is necessary 
to give greater dynamism to agricu3.ture in Latin /iinerica, throu^ 
comprehensive programs of modernization, land settlement, and agrarian 
reform \Aien required by the cc^^tries. 

To achieve these objectives and to cs.rry out these programs, 
contained in the Charter of Punta del Este, it ±3 necessary to intensify 
internal efforts and to provide additional external resources. 

Such programs will be oriented toward increasing food production 
in the Latin American countries in sufficient volume and quality to provide 
adequately for their population and to meet world needs for food to an 
ever-increasing extent, as well as toward improving agricultural productivity 
and toiward a diversification of crops, which will assure the best possible 
competitive conditions for such production. 

All these development efforts in agriculture must be related to the 
overall development of the national economies in order to harmonize the 
supply of agricultural products and the labor that coiald be freed as a 
result of the increase in farm productivity with the increase in demand 
for such products and with the need for laboi' in the economy as a whole. 

This modernization of agricultural activities will furthermore 
creatia caiditions for a development more in balance with the effort 
toward industrialization. 

To achieve these goals, the Latin American Presidents undertake: 

1. To Improve the formulation and execution of agricultural policies 
and to ensure the carrying out of plans, programs, and projects for 
preinvestment, agricultural development, agrarian refonn, and land settle- 
ment, adequately coordinated with nationeil economic development plans, 
in order to intensify internal efforts and to facilitate obtaining and 
utilizing external financingo 

2« To improve credit systems, including those earmarked for the 
resettlement of rural workers who are beneficiaries of agrarian reform, 
and for increased productivity, and to create facilities for the production, 
marketing, storage, transportation, and distribution of agricultiiral products 
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3. To provide adequate incentives, including price incentives, 
to promote agricultural production under economic conditions. 

4. To focler and to finance the acquisition and intensive use 
of those agricultural inputs which contribute to the iji?)rovement of 
productivity, as well as the establishment and expansion of Latin 
American industri.ss producing agricxiltural inputs, particularly 
fertilizers, pesticides, and agricultural machinery, 

5* To ensure the adequacy of tax systems that affect the agricultur^^^ 
sector, so that ' they nic^.y contribute to the increase of productivity, 
more production, and better land distribution. 

6. To oiipand substantially programs of spscialiaed education and 
research and of agricultural extension, in order to improve the training 
of the rural worker and the education of technical and professional 
personnel, and, also, to intensifjr animal and plant sanitation campaigns. 

7. To provide incentives and to make available 'financial resources 
for the industrialization of agriciiLtural production, especially throuj^ 
the development of small and medium industry and the promotion of e3g>ort8 
of processed agricultural products. 

8. To facilitate the establishment of multinational or international 
programs that will m..ke it possible for Latin America to supply a larger 
proportion of \^orld food needs. 

9. To foster national programs of conmunity development and of self- — 
help for small-sca3.e farmers, and to promote the creation and strengthen- 
ing of agricultural cooperatives. 

By recocnizin^ the importance of the stated objectives, go^s and 
means, the Presidents of the member states of the OAS undertake, within 
the spirit of the Alliance fc- Progress, to combine intensified internal 
efforts with additional external support especially earciprked* for/.^ch 
measures . 

Ihey call upon CIAP, when analyzing the agricultural sector as 
included in national development plans, to bear in mind the objectives 
and measures indicated herein, giving due attention to agrarian reform 
programs in those countries that cx^nsider these programs an in^rtant 
basis for their agricultural progress rnd economic and social developnent. 
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CHAPTEP. V 

EDUC/TIONAI., TECW^OXOGIGAL, MD SCIENTIFIC 
DEVELOBCEIJT AND INTENSIFICATION OF HEALTH PROGRAMS 



Ac Education and CuJ-ture 

Education is a sector of high priority in the overall development 
policy of Latin American nations,. 

The Presidents of the member states of the OAS recognize that^ during 
the past decade^ there has been development of educational services in 
Latin America unparalleled in anj'- other period of the history of their 
countries. 

Nevertheless^ it must be admitted that: 

a. It is necessary to increase the effectiveness of national 
efforts in the field of education; 

b* Educational systems should be more adequately adjusted to 
the demands of economic^ social^ and cultural development; 

c. International cooperation in educational matters should 
be considerably intensified, in accordance with the new 
standards of the Charter of the OAS. 

To these ends, they agree to improve educational administrative and 
planning systems; to raise the quality of education so as to stimulate the 
creativity of each pupil; to accelerate expansion of educational systems 
at aHl levels; and to assign priority to the following activities related 
to economic, social, and cultural development: 

!• Orientation and; when necessary, reorganization of educational 
systems, in accordance with the needs and possibilities of each country, 
in order to achieve: 

a. The e^qaansion and progressive improvement of preschool education 
and extension of the period of general education; 

b« An increase in the capacity of secondary schools and the impqiovB- 
ment of their curricula; 

c. An increase in opportunities following general education, in- 
cluding opportunities for learning a trade or a specieO-ty or 
for continuing general education; 
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d. The gradual elimination of barriers between vocational and 
general education; 

e. The expansion and diversification of university courses, so that 
they will include the new professions essential to economic and 
social development; 

f. The establishment or expansion of graduate courses through pro- 
fessional schools; 

g. The establishment of refresher courses in all branches and types 
of education, so that graduates may keep their knowledge up to 
date in this era of rapid scientific and technolo£,ical progress; 

h. The strengthening and expansion of adult education programs; 

i. The promotion of special education for exceptional students. 

2. Promotion of basic and advanced training for teachers and adminis- 
trative personnel; development of educational research and experimentation, 
and adequate expansion of school building programs. 

3. Broadening of the use of educational television and other modem 
teaching techniques. 

4* Improvement of rural elementary schools to achieve a level of qual- 
ity equal to that of urban elementary schools, with a view to assuring 
equal educational opportunities to the rural population. 

5« Reorganization of vocational education, when necessary, taking 
into account the structure of the labor force and the forseeable manpower 
needs of each country's development plan. 

6. An increase in private financing of education. 

7. Encouragement of local and regional communities to take an effective 
part in the construction of school buildings and in civic support to educa- 
tional developnent, 

d. A substantial increase in national scholarship and student loan 
and aid programs. 

9« Establishment or expansion of extension services anci services 
for preserving the cultural heritage and encouraging intellectual and 
artistic activity. 

10. Strengthening of education for international understanding and 
Latin American integration. 
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Multinational efforts 

1. Increasing international resources for the purposes set forth 
in this chapter. 

2. Instructing the appropriate agencies of the OAS to: 

a. Provide technical assistance to the countries that so request: 

1) In educational research^ experimentation^ and innovation; 

ii) For training of specialized personnel; 

iii) In educational television. It is recoiiimended that study 

be made of the advisability of establishing a multinational 
training center in this field; 

b« Organize meetings of experts to recommend measures to bring 

national curricula into harmony with Latin American integratiwi 
goals; 

c. Organize regional volunteer teacher programs; 

d« Extend inter-American cooperation to the preservation and use 
of archeological^ historic^ and artistic monuments. 

3. Ejqpansion of OAS programs for fellowships^ student loans^ and 
teacher exchange. 

National educational and cultural development efforts will be evaluated 
in coordination by CIAP ana the Inter-American Council for iiducation. 
Science^ and Culture (now the Inter-ijnerican Cultural Council) • 

B, Science and technei-ogy 

Advances in scientific and technological knowledge are changing the 
ec<»iGmic and social structure of many nations. Science emd technology 
offer infinite possibilities for providing the people with the well-being 
that they seek. But in Latin American countries the potentialities that 
this wealth of the modem world offers have by no means been realized to 
the degree and extent necessary. 

Science and technology offer genuine instruments for Latin Americcui 
px*ogress and must be given an unprecedented Impetus at this time. This 
effort calls for inter-American cooperation^ in view of the magnitude of 
the investments required and the level attained in such knowledge. In 
the same way^ their organization and implementation in each country cannot 
be effected without a properly planned scientific and technological policy 
within the general framework of development. 
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For the above reasons the Presidents of the member states of the 
GAS agree upon the follovring measures: 

Internal efforts 

iSiStabliohment , in accordance with the needs and possibilities of 
each country, of nationa?, policies in the fiela of science and technology^ 
vdth the necessary machinery and funds, the main elements of vAiich shall 
be: 

1, Promotion of professional training for scientists and technicians 
and an increase in their numbers. 

2, Establishment of conditions favoring full utilization of the 
scientific and technological potential for solving the economic and social 
problems of Latin America, anl to prevent the exodus of persons qualified 
in these fields* 

3, Encouragement of increased private financial contributions for 
scientific and tedmological research and teaching. 

Multinational _ef f qrts 

1, Establi.shraont of a Regional Scientific and Technological Develop- 
ment Program designed to advance science and technology to a degree that 
they will contribute substantially to accelei-ating the economic develoi>- 
ment and well-being of thejr- peoples and make it feasible to engage in 
pure and applied scientific research of the highest possible quality. 
This Program shall complement lectin /jnerican national programs in the area 
of science and technology and shall take special account of the charac- 
teristics of each of the countries, 

2a The Prog/.am shall be oriented toward the adoption of measiures 
to promote scientific ?nd technological ressarch, teaching, and inf enac- 
tion; basic and advanced tra.ijiing of scientific personnel; .and exchange 
of information. It sha]l promote intensively the transfer to, and 
adaptation by, the Latin Amej/ican countries of knowledge and technologies 
originating in othei' regions, 

3. The Program shall be conducted " hrough national agencies respon- 
sible for scieitific and technological policy, through institutions- 
national or intenietional, public or private — either now existing or to 

be establislied in the iuture- 

4. As part of tht^ Program, they propose that multinational technolo- 
gical and scientific trainin£ and research institutions at the post-graduate 
level be established, and thav, institutions of this nature already existing 
in Latin America be strengthened., A group, composed of high-ranking, 
qualified persons, experienced in science, technology, and university vduca- 
tion, shall be estab.ljLbhed to make recommendations to the Inter-American 
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Council for Ikiucation^ Science^ and Culture (now the Inter-American Cultural 
Council) on the nature of such niultir^tional institutions^ including such 
matters as their organization^ the characteristics of their multinational 
administration, financing, location, cooi'dination of their aotivitiss 
aiiotig th^nselves and vd.th those of pertinent national institutions, and on 
the other aspects of their operation. The aforemsntioned group, selected 
and c(»ivoked by the Inter-American Council for Education, Science, and 
Culture (now the Inter-American Cultural Council) or, failing this, by 
CIAP, shall meet vd.thin 120 days after the close of this meeting • 

5. In order to encourage the training of scientific ar^d technological 
personnel at the higher academic levels, they resolve that an Inter- American 
Fund for Scientific and Technological Training shall be established as part 
of the Program, so that scientists and research v/orkers from Latin American 
countries may pursue advanced scientific and technological studies, with 
the obligation to engage in a period of scientific work in Latin America. 

6, The Program shall be promoted by the Inter-American Council for 
liducation. Science, and Culture (now the Inter-American Cultural Council), 
in cooperation with CIAP, They shall coordinate their activities with 
similar activities of the United Nations and other interested organizations. 

7« The Program may be financed by contributions of the member states 
of the inter-American system, inter^American or international institutions, 
technologically advanced countries, universities, foundations, and private 
individuals. 

C. Health 

Improv«nent of health conditions is fundamental to the economic and 
social development of Latin America. 

Available scientific 'aiowledge makes it possible to obtain specific 
results, lAich, in accordance with the needs of each country and the pro- 
visions of the Charter of Punta del Este, should be utilized to attain the 
following objectives: 

a. Control of communicable diseases and eradication of those for 
which methods for total elimination exist. Pertinent programs 
shall receive international coordination when necessary. 

b. Acceleration of programs for providing drinking-water supplies, 
sewerage, and other services essential to environmental sanitation 
in rural and irrban areas, giving preference to lower-income groups* 
On the basis of studies carried out and with the cooperation of 
international financing agencies, national revolving fund systems 
shall be used to assure the continuity of such programs. 
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c. Greater and more rapid progress in improving nutrition of the 
neediest groups of the population, taking advantage of all possi- 
bilities offered by national effort and international cooperation. 

d. Promotion of intensive mother and child welfare programs and of 
educational programs on '"verall family guidance methods. . 

e. Priority for basic and advanced training of professional, tech- 
nical, administrative, and auxiliary personnel, ana support of 
operational and administrative research in the field of healths 

f • Incorporation, as early as the preinvestment phase, of national 
and regional health progi*ams into general development plans. 

The Presidents of the member states of the OAS, therefore^, decide: 

1. To expand, within the framework of general planning, the prepara^ 
tion and implementc^tion of national plans that will strengthen inftastruo- 
ture in the field of health, 

2. To mobilize internal and external resources to meet the needs for 
financing these plans. In this connection, to call upon CIAP, when analoTzing 
the health sector in national development programs, to take into account the 
objectives and needs indicated, 

3. To call upon the Pan American Health Organization to cooperate with 
the governments in the preparation of specific programs relating to these 
objectives. 

CHAPTER VI 

ELIMINATION OF UlMNLCESSiiRY MILITARY EXPENDITURES 



The Latin American Presidents, conscioixs of the importance of the 
armed forces in maintaining security, at the same time recognize that the 
demands of economic development and social progress make it necessary to 
apply the maximum resources available in Latin America to these ends. 

Consequently, they express their intention to limit military expendi- 
tures in proportion to the actual demands of national security, in accord- 
ance with each country* s constitutional provisions, avoiding those expendi- 
tures that are not indispensable for the performance of the specific duties 
of the armed forces and, where pertinent, of international coiiimitments that 
obligate their respective governments. 

With regard to the Treaty on the Banning of Nuclear Arms in Latin 
America^ th^ esqpress the hope that it may enter into force as soon as 
possible, once the requirements established by the Treaty are fulfilled* 
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DONE at Punta del Este, Uruguay, in the English , French, Portuguese, 
and Spanish languages, this Pan American Day, the fourteenth of i^ril of the 
year one thousand nine hundred siscty-seven, the seventy-seventh anniversary 
of the founding of the inter- American system* 



^ere follow the signaturej^ 



IN WITNESS WHEREOF I have hereunto set aj hand and caused the seal 
of the Organization of American States to be affixed. 



Jo si A. Mora 
Secreteoy General 
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I. SUMMARY OF PROPOSALS AND RECOMMENDATION 



At its Eighth Antmal Meeting, held in Washington, D. C. 
April 24-28, 1967, the Board of Governors of the Inter- 
American Development Bank unanimously recomaended (Annex A) 
that the member governments approve an expansion of the 
Bank's Fund for Special Operations (FSO) by $1.2 billion, 
of which the U. S. share would be $900 million and an expan- 
sion of the Bank's Ordinary Callable Capital by $1.0 billion, 
of which the U. S. share would be $411.8 million. 

This report deals with the proposed increase in the 
resources of the Fund for Special Operations, for which 
legislation is being sought at this time. The increase in 
the Bank's Ordinary Callable Capital will not be necessary 
until 1968, at which time appropriate legislation will be 
requested. 

The proposed increase of $1.2 billion in the resources 
of the FSO would be payable by the members in three equal 
and consecutive annual installments beginning not later 
than December 31, 1967. The new resources would make it 
possible to sustain an adequate level of FSO loan operations 
during the three*year period from approximately early 1968 
until early 1971. The $300 million annual U. S. contribu- 
tion represents an increase of $50 million over the current 
level of $250 million and will permit the Bank to expand 
high priority activities in the fields of agriculture, 
education, and health, and to undertake new initiatives in 
the field of multi-national project financing, in accord 
with the Declaration of The Presidents of America at their 
April 1967 meeting. 

The Board of Governors at the Eighth Annual Meeting 
also adopted a resolution (Annex D) contemplating an amend- 
ment to Annex C of the Agreement Establishing the Bank to 
permit a modification of the provisions which presently 
govern the election of Executive Directors. This Amendment 
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would improve the procedures under idiich six Executive 
Directors sre elected by the Lstin Americsn members 
without the psrticipstion of the United Ststes. The 
U. S. representstion snd voting power in the Bsnk 
would in no wsy be effected. 

The Kstionsl Advisory Council strongly recommends 
prompt sdoption of legislstion to suthorize the U. S. 
Governor of the Inter*Americsn Development Bsnk • the 
Secretsry of the Tressury • to vote in fsvor of the 
Proposed Resolution on the Incresse of the Resources of 
the Fund for Specisl Operstions (Annex B) snd the Pro* 
posed Resolution on Provisions for the Election of 
Executive Directors (Annex E) , a» unsnimously recommended 
by the Bosrd of Governors st its Eigihth Annuel Meeting. 



II. BACKGROUND 



A. The Inter*Americsn Development Bsnk 

The Inter*Americsn Development Bsnk csme into 
being in 1959, begsn operstions in 1960, snd msde its 
first losn in 1961. Its membership includes sll of the 
members of the Orgsnizstion of Americsn Ststes. (Cubs 
is no longer eligible to Join the Bsnk). At the April 
1967 Annusl Meeting, the Bosrd of Governors spproved 
the sdmission to membership of Trinidsd snd Tobsgo, the 
first new member since the Bsnk wss estsblished with sn 
originsl membership of twenty net ions. 

The estsblishment of the Bsnk preceded the 1960 
Act of Bogots snd the 1961 Chsrter of Punts del Este, 
snd the Bsnk's Chsrter foreshsdowed the principles 
of self-help snd mutusl cooperstion now firmly es- 
tablished ss bssic elements of the Allisnce for Progress « 



Digitized by 



Google 



192 INTER- AMERICAN DEVELOPMENT BANK ACT AMENDMENTS 



3 - 



With the •ttablishment of the Inter-American Committee 
on the Alliance for Progress (CIAP) at the 1963 Annual 
Meeting of The Inter-American Economic and Social Council, 
the Bank was declared to be "the technical arm of the 
Conmittee in matters concerning financing of Latin American 
development.** The Inter-American Development Bank has in 
a very real sense become the "Bank of the Alliance'* • 
providing leadership as well as funds for the economic and 
social advancement of Latin America* 

The Bank haa asstimed an important and growing role 
in Latin American development, both from the point of 
view of actual project financing and from the point of 
view of development planning and progranning. The Bank 
places major emphasis on the planning and financing of 
sound economic and social projects. In its lending 
decisions, it applies both rigorous project criteria and 
broader criteria of economic performance and self-help 
by the borrowing country. 

The Bank carries out its lending operations through 
two *'windows," the Ordinary Capital and the Fund for 
Special Operations (FSO). Since 1961, the Bank has also 
administered the Social Progress Trust Fund (SPTF) on 
behalf of the United States. 

The Ordinary Capital of the Bank extends loans for 
development projects on conventional terms similar to 
those normally applied by other financial institutions 
engaged in international lending. The authorized Ordinary 
Capital resources amount to the equivalent of $2,150.0 
million, of which $1,769.8 million has been subscribed by 
the members. The subscribed capital consists of $381.6 
million of paid-in capital (U. S. share $150.0 million) 
and $1,388.2 million of callable capital (U. S. share 
$611.8 million). While the initially available resources 
were limited to the amounts actually paid-in by the members, 
the Bank now derives the bulk of its ordinary lending 
resources by borrowing against the security of the callable 
subscriptions of its members, in much the same manner as 
the International Bank for Reconstruction and Development. 
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It is the Bmk's policy not to assume obligations in 
excess of the U* S* callable subscription. As of 
Deceinber 31 , 1966 , the Bank had borrowed funds in the 
U. S. capital market and abroad totaling the equivalent 
of $387.4 million, and in January 1967, a bond issue 
of $50 million was floated on the U. S. market, raising 
total borrowings to $437.4 million. 

The resources of the Fund for Special Operations 
presently total the equivalent of $1,119.5 million, of 
which the United States has contributed $900 million and 
the Latin American members the equivalent of $219.5 
million. 

Since 1961, the Bank has also administered the 
Social Progress Trust Fund (SPTF) on behalf of the United 
States. The SPTF amounts to $525 million and was 
financed entirely by the United States by appropriations 
in May 1961 for $394 million and in January 1964 for 
$131 million. In connection with the increase in 
resources approved in 1965, it was decided that the 
resources of the Social Progress Trust Fund would not be 
enlarged and that responsibility within the IDB for 
financing the special social areas for which the SPTF 
was created - water supply and samitation, advanced 
education, housing, and land settlement and improved 
land use - would in the future be met by the Fund for 
Special Operations. 

In addition, the Bank acts as financial agent or 
administrator of funds aggregating the equivalent of 
$52.6 million, which have been made available by the 
Governments cf Canada, Germany, Sweden, and the United 
Kingdom. 

As of the end of 1966, the Bank had approved 139 
loans totaling the equivalent of $747.2 million from 
the Ordinary Capital. From the FSO, the Bank had 
made 130 loans totaling the equivalent of $656.9 million, 
and from the SPTF the Bank had made 117 loans totaling 
$501.2 million. From both windows plus the SPTF, the 
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B«nk had authorized 386 loans totaling the equivalent of 
$1,905.3 billion as of December 31, 1966. Early In 
1967, total Bank lending passed the $2 billion mark. 

B. The Fund for Special Operations 

The Fund for Special Operations was established 
for the purpose of makigg loans '*on terms and conditions 
appropriate for dealing with special circumstances 
arising In specific countries or with respect to specific 
projects. 'Loans from the FSO are made on terras vhich 
Include lower interest rates and longer maturities 
than those In the Ordinary Capital, and are generally 
repayable in local currency. The more liberal FSO terms 
are Intended to take account of circumstances in 
borrowing countries which cannot meet all of their 
development financing needs through loans on conventional 
terms, such as those available in the Ordinary Capital , 
and, in some cases, to meet the special needs of pro* 
Jects of a social or "overhead' nature essential to 
development. In accordance with the Bank a Charter, the 
resources of the FSO are provided by contributions from 
the United States and the Latin American members of 
the Bank. The terms on which the FSO was expected to 
lend required that its resources come from govemnental 
contributions rather than private capital. 

Initial contributions to the FSO amounted to $146.3 
million, of which the U. S. contributed $100.0 million and 
the Latin American members $46.3 million, one*half in 
dollars and one*half in the currency of the contributing 
country. 

The FSO waa aubsequently expanded on two occasions 
in 1964 and 1965. (A full explanation of theae expansions 
was provided in Special Reports to the President and 
the Congress of the National Advisory Council on 
International Monetary and Financial Problems, of May 1963 
and July 1964). In early 1964, the FSO resources were 
increaaed by 50 per cent, with the United Statea 
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contributing an additional $50 million and the Latin 
Americans an additional $23.2 million, again one*half 
in dollars and one*half in local currencies. In 
Mardi 1965 , the member countries authorized a further 
increase in the resources of the FSO by $900 milliony 
of liiidi the U. S. share was $750 million and the 
Latin ^erican share the equivalent of $150 million 
In their national currencies* Members msde their 
contributions In three equal installments by June 30 , 
1965, December 31, 1965 and December 31, 1966. At 
the end of 1966, after these two increases became fully 
effective, the total resources of the FSO amounted to 
$1,119.5 million, consisting of $934.7 million in 
dollars and $184.7 million In the currencies of the 
Lstin American members of the Bank. 

The increaae in FSO resources spproved in 1965 
took Into account the need to engage In lending sctivities 
previously carried on through the Social Progress Trust 
Fund. The Specisl Report of the National Advisory 
Council of July 1964 explained the background of the 
establishment of the Social Progress Trust Fund bb a 
separate operational entity. The Report reviewed 
subsequent developments stetnning from the Charter of the 
Alliance for Progress which made It appropriate to 
integrate within the structure of the Bank and the FSO 
the activities heretofore assigned to the Soclsl Progress 
Trust Fund. The U. S* contributton to the expansion of 
FSO resources made effective in 1965 was in lieu of any 
further U. S. contributions to the SPTF, whidi will 
receive no further replenishment. 

By December 31, 1966, loans from the FSO totaled 
the equivalent of $656.9 million, of which $529.1 
million were loans in dollars and $127.8 million in 
Latin American currencies. FSO lending has increased 
aharply since the Increase in resources made effective 
in 1965. Loan commitments in all currencies were 
$49.2 million in 1964, $196.6 million in 1965, and 
$291.3 million in 1966. As of Marcdi 31, 1967, uncommitted 
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resources available for lending were $356*6 million 
in dollars and $40.9 million in Latin American member 
currencies* 

It is apparent that an early replenishment of 
the FSO is required if the Bank is to achieve its 
objectives • The Executive Directors estimate (Annex C) 
that development lending t including finance for 
economic integration, will require an annual FSO lending 
rete of approximately $400 million in all currencies* 

As of December 31, 1966, more than 25 per cent 
of FSO loans had been devoted to agriculture, in* 
eluding programs for land settlement , improved Iflmd 
use, and rural credit. Twenty per cent of FSO loans 
were to finance water and sewerage programs and 13 
per cent were devoted to education and housing* These 
activities have a high social content and prior to 1965 
had been financed to a large extent thxough the SPTF. 
Approximately 17 per cent of FSO loans had been devoted 
to transportation and infrastructure systems, while 
13 per cent were in mining and industrial activities. 

In addition to lending for specific projects or 
programs, the FSO has devoted $41 million of its 
resources to the financing of preinvestment studies 
of projects in the sectors which it finances* These 
studies are designed to help maintain the flow of 
projects ready for financing. In addition , studies 
covering a range of possible project alternatives are 
being undertaken in order to identify those dioices 
which offer the greatest social or economic return 
for a given expenditure. In view of the strong end 
growing interest in multinational integration pro* 
jects, the Bank's members agreed in 1966 to allocate 
up to $15 million of FSO resources and $1.5 million 
from the SFTF to finance preinvestment studies for 
multinational projects. 

Prior to the authorization and signature of 
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FSO I0MI89 borrof n ers Are required to meet certeln, 
often quite demanding 9 conditions which help to 
Insure to the Bank's satisfaction that financed 
projects will be carried out in the most efficient 
manner. The Bank often requires borrowers to nieet 
further essential conditions in part or in full 
after loan signature, but prior to disbursement of 
the loan. Such conditions associated with FSO loans 
frequently require basic changes In Inatitutlonal, 
organlzatlont or financial practices on the part 
of the borrowers which the Bank considers necessary 
to the satisfactory execution of the particular 
project and the conduct thereafter of the activity 
made possible by the loan. This complex and 
careful procedure provides a strong stimulus for the 
basic institutional progress called for by the 
Alliance leading to achievements directly related 
to FSO loans but not fully reflected in the actual 
difibursement of loan funds. Nevertheless, cuonilatlve 
disbursements on FSO loans rose to $124.5 million 
by the end of 1966. Loan disbursements In 1966 rose 
by 56 per cent from $28.6 million In 1965 to $44.6 
million In 1966* Disbursements are ^Epected to grow 
substantially in 19679 reflecting the sharp Increase 
which began In 1965 in the level of FSO loan commit- 
ments. 



III. AMALYSIS OF THE PROPOSALS 



A. Increase of the Resources of the FSO 

The Board of Governors of the Inter-American 
Development Bank at Its recent Eighth Annual Meeting 
agreed (Annex A) to recornaend to the Bank s member 
countries approval of a proposal to expand the 
resources of the Fund for Special Operations by the 
equivalent of $1,200 million » thereby raising total 
FSO reaources from the preaent level of $1,119.5 million 
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to $2, 319 .5 million. The U. S* share of this proposed 
increase would be $900 million, payable in three 
equal and consecutive annual installments » beginning 
not later than December 31, 1967. The Latin American 
members of the Bank (including Trinidad and Tobago 
vhen Its membership formalities are completed) ifould 
contribute the equivalent of $300 million In their 
national currencies on the same time schedule and in 
the Individual amount a indicated in the Proposed 
Resolution (Annex B)« 

At least 14 members whose new contributions would 
total not less than $1,125 million muat agree to make 
their contributions before the increase of resources 
becomes effective and the contribution of any 
member becomea payable* Hembers must deposit with 
the Bank Instruments indicating their consent to 
the increaae of reaources by December 31, 1967. 
Theae requirements have the practical effect that 
the United States must act and that it must be joined 
by at least 75 per cent of the Latin American members » 
including at least two of the three countries with 
the next xsrgest subscriptions to the Bank, i.e., 
Argentina, Brazil, and Mexico, before the arrangement 
can come into effect. 

The prpposed increase of FSO resources is designed 
to permit the Bank to maintain its lesdership role in 
the financing of economic and social project a, 
particularly in agriculture education and health, and 
to assume new responsibilities In the promotion of 
multinational project a and economic Integration, during 
the three**year period from approximately early 1968 
to early 1971, in accordance with deciaiona taken at 
the April 1967 meeting of American Presidents. 

B. ODeratinst Principlea of the Expanded FSO . 

Aa a general indication of the operating principlea 
which the Bank Intends to follow, the Board of 
Governors st their Eighth Annual Meeting approved a 
reaolutlon concerning the harmonization of Bank 
pollclea to confoirm with the Declaration of American 
Presidents (Annex F). 
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1. The IDB and Self -Help , 

The proposed increase itself is evidence of 
the continued faith on the part of the Latin American 
members in the Bank's ability to use its resources 
effectively to further hemispheric development It 
also reflects their determination to fulfill to 
the utmost the requirements of self-help embodied 
In the Alliance for Progress. The Latin American 
share of the proposed increase in FSO resources* 
$300 million, is double the Latin contrlbutlim to the 
1965 FSO expansion The ratio of the U S. contri- 
bution to that of the Latin American members of the 
Bank has fallen from 5 to 1 in the previous increase 
of FSO resources to 3 to 1 under the current propossl* 
That the Latin American countries ere willing to 
undertake to channel their scarce financial resources 
through the Bank in this magnitude is a tribute to 
the Bank s past successful operations and concrete 
testimony to Latin American Interest and determlns'* 
tlon to take the steps necessary to achieve progress 
toward the goals of the Alliance. 

The Bank fully recognizes that although substantial 
progress has been achieved to date^ improved economic 
performance in the member countrlefi remains very much 
a matter of concern for both the countries themselves 
and for the external lending agencies, and that it is 
becoming increasingly important to improve the broad 
instrisnents of policy and performance In the fiscal and 
monetaryt balance of payments, price and wage, and 
administrative fields. In its Report on the Proposed 
Increase of Resources of the Bank (Annex C) , the 
Executive Board states: 

*'It is becoming Increasingly apparent that 
external investments In development programs will 
become Incapable of stimulating economic and 
social progress to the required extent unless 
the counterpart contribution by the recipient 
countries ia mobilized more effectively through 
improved internal **self*help" meaaures. 
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the Bank, as a key instrument of the Alliance 
for Progress, has In the past through the actions 
of the Board of Governors and the Board of 
Executive Directors taken heed of the need 
for self-help and reform as indispensable to 
progress. The Bank intends in the future to 
concern itself even more with the relstlonahlp 
between self-help measures and its lending i»ro« 
grams ^nd policies, and to Intensify its 
collaboration with CIAP [the Inter- American 
Conirolttee on the Alliance for Progress] in the 
performance of the letter's responsibility 9B 
a multilateral entity, to spur self-help measures 
and to evaluate institutional progress of the 
countries of the region, including fiscal and 
monetary reforms, within the context of the 
countries' development efforts.'* 

A significant feature of the new proposals is an 
explicit recognition of the importance of mutual self- 
help among the Latin American members. The Latin 
American local currency contributions to the FSO in 
the past have been largely utilized for project ex- 
penditures within the contributing country » in 
recognition of the limited balance'-of -payments and 
resource capabilities of most of these countries. As 
a part of the proposed expanded effort, the four Latin 
American members having the largest contribution quotas 
after the United States have agreed that a 
portion of their new contributions should be used by the 
Bank in its loans to the other members. These four 
members are Argentina, Brazil, Mexico, and Venezuela ~ 
nationa. which together possess more substantial industrial 
manufacturing sectors and greater financial capacity 
and strength relative to the situation of most of the 
remaining Latin American members of the Bank. 

2. Fields of Lending Activity . 

As noted above, the Bank has in the past devoted 
the great bulk of its FSO resources to the financing of 
projects in the fields of agriculture, edocationt water 
and sanitation, housing, and infrastructure. To these 
responsibilities must be added in the future the 
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responsibilities for asstimlng leadership in the planning 
and financing of multinational projects , with a view to 
eventual Latin American economic integration. The 
integration movement now underway in Latin America will 
require that the Bank assume the roles of leader and 
catalyst in multi-national project activities , in 
cooperation with other sources of financing. To this 
end, the Bank expects to devote annually up to a total of 
$100 million, from the Ordinary Capital and FSO resources, 
to the financing of multinational integration projects. 

It is with this objective in view that it is proposed 
to expand the annual U.S. contribution to the FSO from the 
previous level of $250 million to a level of $300 million, 
which is a total expansion of $150 million over three 
years. 

The members of the Bank are rightly convinced, however, 
that the emphasis to be placed on integration in the future 
must not be to the neglect of the vital fields of agri- 
culture, education, and health. In its first six years of 
operations, the Bank devoted $428 million of the resources 
available for all its operations to direct investment in 
agricultural production. The Bank has made concentrated 
efforts — relatively greater than those of other external 
financing agencies — to stimulate the financing and 
growth of agriculture. Two recent studies conducted by 
the Bank and by the Subcommittee on International Finance 
of the House Banking and Currency Committee make clear, 
nevertheless, that neither the internal nor external 
investment flows into this sector approach the levels 
estimated as necessary to ensure adequate and sustained 
agricultural growth in the face of rapidly increasing 
populations • 

The Report of the Executive Directors on the Proposed 
Increase in Resources (Annex C) notes that the scarcity of 
specific projects suitable for financing and the inadequacy 
of overall agricultural planning have been factors seriously 
limiting the growth of agriculture. The Report also notes that 
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through prelnvestment assistance and Joint arrangenents 
with institutions such as the Food and Agriculture 
Organization of the United Nations, the generation of 
soundly conceived projects in the agricultural sector 
is making considerable progress. Likewise, the Inter* 
American Committee on the Alliance for Progress (CIAP) , 
in cooperation with other agencies, is strengtheing its 
activities to assist in the preparation and review of 
broader agricultural programs. Thus, in view of these 
improvements, the Bank expects to be able to allocate 
an increasing share of its resources to productive 
investments in agriculture. 

The Bank also recognizes the great importance of 
devoting an appropriate proportion of its resources to 
the financing of education, in order to raoove the 
obstacle to-^economic development itaiposed by the shortage 
of technical and professional personnel. The main 
objective of the Bank s efforts in the education field 
to date has been the financing of advanced education. 
In the future, the IDB intends to complement this 
activity by broadening its operations to include greater 
concentration in the fields of vocational and technical 
training, and the implementation of broad educational 
programs \hich the Bank has helped members to develop* 

The Bank^s principal activity In the health field 
has been the financing of projects to Improve water 
supply and sewerage systems. As of the end of 1966 , 
the Bank had allocated about $350 million of its aggre- 
gate available resources to such projects. The Bank 
is conscious of the fact that it has been touching on 
only one segment of the health sector and that health 
conditions continue to present an Important impediment 
to an accelerated rate of development in Latin America. 
Accordingly, the Bank Intends to focus its further 
support on rural health, primarily within commmity 
development programs, as well as to continue its efforts 
in potal^le water supply and sewerage programs. Further, tht 
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Bank will attenpt to provide support to other economic 
sectors nhich have direct bearing on improved healthy 
such as pharmaceutical 9 biological » and nutritional 
industries* 

3. FSO Loan Terms • 

It is expected that there will be no change in 
the terms of repaymeM related to loans from the FSO« 
Currently FSO loans bear rates of interest of 2-1/4 percent 
and 3-1/4 percent, depending on the nature of the project, 
payable in the currency of the borrower* In addition, 
there is a service charge of 3/4 of one percent, payable 
in dollars. Principal repayments are generally made in 
the currency of the borrower with provision for maintenance 
of value, or in dollars at the borrower's option. Maturi- 
ties range from 15 to 30 years and include grace periods 
generally not exceeding 5 years. 

4« The Proposed Increase of FSO Resources and the 
U.S. Balance of Payments - 

In the initial establishment of the Fund for 
Special Operations, and in the expansion of the FSO 
made effective in 1964, the U.S. contribution was paid 
one-half in the form of cash and one-half in the form 
of non-interest-bearing, non-negotiable demand notes. 
Cash payments made by the United States under these 
arrangements were immediately reflected in our balance- 
of -payments accounts, as outflows of funds from the U.S. 
The demand notes issued by the United States had no effect 
upon our balance of payments position until actually 
encaalied by the Bank. (In 1966, all demand notes held 
by the Bank were converted into letters of credit). 

In the expansion of the FSO which became ef- 
fective in 1965, no portion of the U.S. contribution 
was paid in the form of cash. The entire U.S. contri- 
bution, which amounted to $750 million, was paid to the 
Bank under the form of letters of credit. Such letters 
of credit have no effect on the U.S. balance of payments 
until they are actually used by the Bank for dis- 
bursement purposes. Given the intervals which transpire 
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between the payment of contribution quotas to the Bank^ the 
commitment of these funds to loans, and the actual need 
for cash in order to meet loan disbursements » the V. S. 
contributions are not reflected as outflows in our 
international payments accounts until well after the 
funds have been appropriated* 

As of December 31, 1966, the payment of the U« S. 
contribution of $900 million to the FSO since its 
inception in 1959 had resulted in a balance-of-payments 
outflow of only $77 million ~ representing $75 million 
in cash payments made under the initial and 1964 
arrangements, and $2 million in letters of credit utilized 
during 1966. 

The adverse itaipact on our balance of paymeit s of 
the U. S. contribution to the FSO is offset to the 
extent thst U S. goods and services are procured by the 
Bank's borrowers with the proceeds of FSO loans* It is 
estimated that cumulative procurement reached approximately 
$35 million as of the end of 1966, and that the net impact 
of FSO activities, in the seven years of the FSO's 
existence, averaged only about $6 million per annum* 

In the initial FSO and the expansion effective in 
1964, dollar resources contributed by the U« S« were 
commingled with dollar resources contributed by Latin 
America, and these resources were made available to 
borrowers under a policy of free and competitive world-wide 
procurement. The dollar resources available to the FSO 
as a result of the increase of its resources effected in 
1965 were supplied only by the United States, and it was 
agreed, with respect to these resources, to apply the 
same procurement policies applied in the SPTF. Under 
this new policy, new FSO dollar resources were made 
available for use only for the purchase of goods end 
services in the United States, in the country of the 
borrower, or from other members of the Bank £f such 
procurement were approved by the Bank as advantageous 
to the borrower. Dollars utilized for expenditures in 
the country of the borrower are required to be used for 
the procurement of U. S. goods and services under special 
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letter of credit procedtxres similar to those applied 
in the U« S« bilateral asflistance program. Although 
there hen been little experience with this errangement 
(disbursements of loans derived from the new FSO funds 
have thus far been of relatively small magnitude) and 
firm estimates of its balance of payments effects cannot 
be made, estimates taking Into account experience in 
the SPTF under similar procedures indicate that 
approximately 90 per cent of FSO disbursements will 
result in U« S« exports of goods and services. 

These procurement policies and tying procedures 
will continue to be used in connection with the proposed 
increase in the U. S. contribution to the FSO. The U. S. 
and the Bank intend to keep these policies and procedures 
under review, with a view to further minimizing any 
adverse balance of payment s effect of FSO operations. 
As part of their cooperative attitude in helping to 
minimize possible adverse balance-of -payment 8 effects 
from our contribution, the Executive Directors in their 
Report (Annex C) indicate their intention to hold dollar 
financing of local costs to an appropriate minimum. 
The Bank will limit on the average the proportion of 
dollar loans used to finance local costs of projects 
to the level prevailing in 1966, with the exceptions of 
loans in the critically important areas of agriculture 
and education t which by their nature demand a relatively 
hig^ proportion of local expenditures The doubled Latin 
American contribution to the increase of the FSO will 
facilitate the provision by the Bank of the local currencies 
required ~ in addition to dollars for foreign exchange 
costs •• to carry on project activities. It is also 
expected that improved self-help efforts in the fields 
of taxation and the reduction of non-productive expenditures 
will enable governments to increase their domestic savings 
available for investment in FSO-financed projects. 

The Bank's attitude toward the U. S. balance-of -payments 
problems is aptly demonatrated by the following remarks, 
in the Report of the Executive Directors on the Increase 
of Resources: 

"In the light of these [balance-of-payraents] 
problems, which should be regarded as 
basically transitory in nature, the Bank 
and its members fully appreciate the 
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difficulties inherent in United States 
responsibilities in the free world. 
Accordingly, the Bank proposes to 
cooperate in the greatest possible degree 
with the United States in meeting 
these difficulties by suitable measures, 
which obviously would be subject to 
review as conditions change.** 

As a further example of the Bank's cooperation in 
safeguarding the U. S. balance of payments, it should be 
noted here that the Governors at their Eighth Annual 
Meeting instructed the Board of Executive Directors to 
study fiirther the mobilization of resources of non* 
member countries and to propose for inqplementation such 
measures as may be required to correct the existing 
unsatisfactory situation. In taking this action, the 
Governors had before them a report of the Directors 
which pointed out: 

**•••• there are various capital-exporting countries 
which have benefited from the policy of untied 
purchases, especially as applied to the ordinary 
capital, whose contribution to the Bank either 
is non-existent or does not bear a reasonable 
proportion to the benefits which they have obtained 
from these purchases. Therefore, the Bank should 
explore the establishment of systems which have 
the purpose of producing or, if pertinent, in- 
creasing the contributions of those nations* If 
the result of this study and of the related in- 
quiries so indicates, the Bank should not discard 
the possibility that the utilization of funds i^ich 
presently may be used freely be linked, under 
appropriate procedures, to purchases in those 
countries i^ose contributions are satisfactory 
in the judgment of the Bank. *' 

5. The IDB and U. S. Bilateral Aid Policies . 

The proposed increase in the resources of the 
FSO has been examined by the National Advisory Council 
with the major policy objectives and guidelines of the 
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U. S. bilateral aid programs in mind. For example 
in regard to the problem of expropriation of private 
property without compensation, should the "Hickenlooper 
Amendment" be invoked so as to require a suspension of 
U« S. assistance to any Bank member, a parallel attitude 
would be adopted in the Bank with regard to FSO dollar 
financing by virtue of the voting procedures which must 
be followed (requiring affirmative U. S. votes on all FSO 
loans), and by virtue of Section 14 (c) of the Inter- 
American Development Bank Act. In this connection, last 
August this Council approved a formal Action (66-262) 
reaffirming the policy of the U. S. to oppose assistance, 
by any international financial institution, to any 
country, during a period when that country is ineligible 
for bilateral assistance because of its expropriation 
of American-owned private property. 

No funds provided to the FSO will benefit members of 
the Conmunist bloc. As noted above, the use of loans 
from the proposed increase in FSO resources is limited 
exclusively to purchases in the U. S. and Latin American 
members of the Bank. Procurement under Bank loans made 
out of Ordinary Capital resources is limited to countries 
of the free world. 

The Council regards the proposed increase of the 
resources of the Fund for Special Operations and the 
operating principles of the expanded FSO as fully con- 
sistent with the meaning and spirit of the policy pro- 
visions which the Congress has deemed it advisable to 
apply to U. S. bilateral programs. 

C. Modification of the Provision for the Election of 
Executive Directors 

The United States appoints its Executive Director 
of the Bank. The six other Executive Directors of the Bank 
are elected without U. S. participation by the Latin American 
members, four under a weighted voting system and the remaining 
two, by the countries which have not cast votes for the first 
four Directors, under a unitary voting procedure. 
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The regulations currently governing the procedures for 
the election of the Latin American Directors were 
originally drawn up assuming that Cuba would be a menaber 
of the Bank. Because Cuba did not become a member » the 
number of votes actually cast in elections is less 
than originally envisaged. This fact, in combination with 
the minimum vote requirements which apply to the four 
Directors elected under the weighted procedtxre, has 
led to a situation in which one of the four has had to 
gain die support of six or seven countries in order to 
meet the minimum vote requirement. Thus, after the first 
four Directors are elected, only four or five countries 
have been left to participate in the election of the 
remaining two Directors. 

The proposed modification (Annex E) would, by 
reducing the required vote which the fourth Director 
must obtain, resolve the difficulty to the satisfaction 
of the Latin American members. U. S. participation and 
voting power in the Bank would not be changed in any way 
by the proposed modification of the election procedure. 



IV. LEGISLATIVE ACTION REQUIRED 

Under Section 5 of the Inter*American Development 
Bank Act, Congressional authorization is required to enable 
the U. S. Governor of the Bank to agree to any increase 
in either the capital stock of the Bank or the resources 
of the Fund for Special Operations, and to accept any 
amendment to the Bank's Articles of Agreement. 

Two resolutions approved by the Board of Governors 
at their Eighth Annual Meeting in Washington recommend 
that members **take such action as may be necessary and 
appropriate to give effect to** the proposals of the 
Board of Directors relating to the increase of the Bank's 
resources and the modification of the provisions for the 
election of Executive Directors in Annex Cof the 
Agreement Establishing the Bank. The Resolution thus took 
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account of the need for legislative approval In various 
countries 9 Including the United States » before final 
action can be taken by the Board of Governors. 

The National Advisory Council reconmends enactment t 
this year 9 of legislation Whldi would: 

(1) authorize the United States Governor 
of the Inter-Amerlcan Development Bank 
(The Secretary of the Treasury) to: 



(a) vote in favor of the Resolution (Annex B) 
to increase the resources of 

the Fund for Special Operations 
by the equivalent of $1 200 million, 
and upon adoption of such resolution, 
to agree on behalf of the United 
States to pay to the Fund for Special 
Operations the sum of $900,000,000; and 

(b) vote in favor of the Resolution (Annex E) to 

amend Annex C of the Agreement Establish* 
Ing the Inter-American Developmmt 
Bank to modify the procedure employed 
in the election of Executive Directors. 

(2) authorize the appropriation of the $900,000,000 
United States share of the Increase of the 
resources of the Fund for Special Operations, 
without fiscal year limitation. 

Appropriate legislation to accomplish these recommenda- 
tions has been submitted by the AdnlTdstration. 

Because of the early requirement for additional re* 
sources for the FSO, as described above it would be 
necessary for the United States, in order to meet the 
December 31, 1967 payment date specified in the proposed 
Resolution of the Governors of the Bank, to obtain an 
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appropriation covering the first installment of $300 
million during the present session of Congress. Two 
similar reqtiests for appropriations of $300 million 
each would be made in subsequent sessions of Congress 
for the payments d«e by December 31 1 1968 ^ and 
December 31 » 1969. 



V. CONCLUSION 

The Inter-American Development Bank is performing 
a vital role in stimulating Latin American economic and 
social development within the framework of the Alliance 
for Progress. The Declaration of the Presidents of 
America, issued at Punta de Este on April 14, 1967, has 
entrusted the Bank with new and challenging responsibilities 
in the fields of multinational integration projects, the 
modernization of rural life and increase of agriculttiral 
productivity, educational t technological and scientific 
development, and the intensification of health programs* 

It is therefore of the utmost importance to the 
United States and to the Latin American menibers of the 
Alliance that resources adequate for the Bank to meet its 
growing responsibilities be made available* 

Funds available to the Fund for Special Operation of 
the Bank will be esdiausted in the early months of 1968 
at the present level of lending. The proposed United 
States contribution of $300 million per year during the 
three-year period 1968-1970 is necessary if the Bank is 
to maintain present FSO activity and carry out its new 
initiatives in the field of multinational project financing* 
The National Advisory Council considers the proposed level 
of activity of the Fund for Special Operations to be 
essential to the furtherance of objectives to which the 
United States and its Latin American partners in the 
Alliance for Progress have subscribed* 

The United States contribution will be accompanied 
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by a doobled contribution by the Latin American members 

of the Bank to the proposed increase of the resources 

of the Fund for Special Operations. The proposal emphasizes 

other measures of self-help and mutual help among the 

Latin American members of the Bank. The proposed 

increase of resources and the operating principles 

of the Fund for Special Operations are fully consistent 

with policy provisions which the Congress has deemed 

it advisable to apply to U. S. bilateral assistance 

programs* The proposal is consistent with the position 

and needs of the United States balance of payments. 

The National Advisory Council, having considered all 
aspects of the present proposals, supported the favorable 
votes of the Utaited States Governor on the Resolutions 
adopted by the Board of Governors of the Bank at their 
Eighth Annual Meeting in Waahington in April 1967, 
which recommended that the member countries take appro- 
priate measures to make effective the proposed increase 
of the resources of the Fund for Special Operations and the 
proposed modification of the provisions for the election 
of Executive Directors. 

The Cotmcil now strong y recommends prompt and favorable 
Congressional action. 



78-772 0-67-15 
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RESOLUTION AG- 5/6? 



APPROVAL OP RECOMMFNDATIONS IN THE REPORT OP THE BOARD 

OF EXECUTIVE DIRECTORS ON INCREASES IN 

THE RESOURCES OF THE BANK 



The Board of Governors, 

Having considered the report approved by the Board of Exec* 
utlve Directors on April l6, 1967 proposing Increases in the au- 
thorized reso^irces of the Bank, 



RECOMMENDS: 



That the ceiiber countries take such action as may be neces* 
sary and appropriate to give effect to the resolutions proposed 
in said report. 



(Approved at the Third Plenary Session, April 26, I967) 
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PROPOSED VESOWTIQR 

INCREASE OF $1,200,000,000 IN RESOURCES OF RJND FOR 
SPECIAL OPERATIONS 



WHEREAS, at the Seventh Annual Meeting of the Board of Governors it was 
resolved that the Board of Executive Directors study the possibility of 
enlarging the resources of the Bank by means of an increase in the authorized 
capital stock and an Increase in the resoiirces of the Fund for Special Oper- 
ations and present a report and recoomendations to the Board of Governors; 

WHEREAS the Board of Executive Directors of the Bank, having considered 
said question, has concluded that action to increase the resources of the 
Fund for Special Operations would be desirable } 

WHEREAS Article IV, Section 3 (g)> of the Agreement Establishing the 
Bank provides for increases In the resources of the Fund through additional 
contributions by the members, and 

WII5RSAS the Board of Executive Directors has submitted an appropriate 
proposal therefore to the Boeurd of Governors, 

The Board of Governors 

RESOLVES that: 

(a) Subject to the provisions of this resolution, the resources of the 
Fund for Special Operations shall be increased in the equivalent 
of US$1,200 million through additional contributions by the members 
as follows: 

Contributions 
Country (in U.S. dollars or the equivalent) 

Argentina $ 66,8oU,000 

Bolivia 5,36U,000 

Brazil 66,8oU,000 

Chile 18,3^2,000 

Colombia 18,330,000 

Costa Rica 2,682,000 

Dominican Republic 3,576,000 

Ecuador 3,576,000 

El Salvador 2,682,000 

Guatemala 3, 576, 000 

Haiti 2,682,000 

Honduras 2,682,000 

Mexico U2, 9^8, 000 

Nicaragua 2,682,000 

Panama 2,682,000 
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Paraguay $ 2, 682, 000 

Peru 8,9^6,000 

United States 900,000,000 

Uruguay 7, l6k, 000 

Venezuela 35*796,000 



$1,200,000,000 

In the event any new member is admitted to the Bank prior to the effec- 
tive date of this resolution, such new member shall contribute to the tot€Ll 
established in this paragraph in proportion to the contribution required as 
a condition of its admission, and the contribution of the other members, 
except the United States, shall be reduced accordingly. 

(b) Each member shall make its additional contributions in its own cxir- 
rency, and the entire amount of each contribution shall constitute 
national currency to which the provisions of Article V, Sections 1 
(c) and k, of the Agreement Establishing the Bank, shall be appli- 
cable. 

(c) Tlie additional contributions shall be made in three equal install- 
ments, payable, respectively, on or before December 31* 1967> 
December 31, 1S^68, and December 31, 1969* or such later dates as 
the Boao'd of Executive Directors may determine. 

(d) None of the additional contributions shall become payable unless 
at least Ik members v/hose increased contributions total not less 
than the equivalent of US$1,125 million shall each have deposited 
with the Bank, on or before December 31, I967, or such later date 
as the Board of Executive Directors may determine, an appropriate 
instrument setting forth their agreement to their making the con- 
tributions to the increase in the Fund for Special Operations in 
accordance with the terms of this resolution. 
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PROPOSAL FOR AN IKCREASE IN THE RESOURCES OF THE 
INTER^AMERICAN DEVELOPMENT BANK 
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INTER-AMERICAN SBVELQPMERD BANK 



RESOLUTION nE-5l/67 



REPORT OF THE BOARD OF EXECUTIVE DIRECTORS 

ON THE PROPOSED INCREASE OF RESOURCES OF 

THE BANK 



The Board of Executive Directors 
RESOLVES: 

1. That the report on the proposed Increase In the re- 
sources of the Bank (Docianent 01-275-10), which Is to be 
presented to the Board of Governors In accordance with Reso- 
lution AG- 5/66, he approved. 

2. That the President be authorized to transmit this 
report to the Board of Governors of the Bank. 



(Approved April 18, I967) 
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PROPOSAL FOR AN INCREASE IN THE CAPITAL RESOURCES OF THE 
INTER-AMERICAN DEVELOPMENT BANK 

I« Introduction and Major Copclusions 

1>01 At its Anniial Meeting held in Mexico City In April I966, the Board 
of Governors of the Bank approved the following resolution: 

"RESOLUTION AG-5/66 

INCREASE IN RESOURCES 

The Boeu:^ of Governors 

RESOLVES: 

1. That the Board of Executive Directors is requested to study 
the possibility of enlarging the resources of the Bank by means of an 
increase in the authorized capital and an increase in the resources 
of the Fund for SpecieJ. Operations. 

2. That^ in the light of its conclusions concerning an increase 
in resources, it is reconmeoded that the Board of Executive Directors 
also examine the desirability of modifying the provisions for the elec- 
tion of Executive Directors set forth in the Agreement Establishing the 
Bank* 

3* It is requested that, if feasible, the Board of Executive 
Directors present a report and its recommendations on the foregoing 
matters to the Board of Governors not later than October 1, 1966* 

k. The Board of Executive Directors is also requested to study 
nev weans to increase multilateral economic assistance to Latin America 
and to submit a report to the Board of Governors as soon as practicable*** 

1.02 In order to have the necessary Infoimatlon for complying with the 
terms of this resolution, the Board of Executive Directors has made an analy- 
sis of the external financing requirements of Latin America and the role of 
the Inter^American Bank in this field. This emalysis shows that: 

(a) an increasing amount of external financial resources is necessary^ as 
an essential complement to internal savings, in order to eushleve 

the rate of growth established for the Alliance for Progress; 

(b) it is edso necessary, because of the present inadequate structure of 
Latin America's external indebtedness and the trend in recent years 
toward rising interest rates in the international capital oarkets, 
that the external eissistance be provided on terms and conditions 
compatible with the development needs and payment capacity of the 
countries in the region; 
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(c) the IDB has become one of the most iniportant sources of external 
financing for Latin America and has made effective use of the re- 
sources placed at its disposal; 

(d) it is necessary for the Bank to have sufficient resources available 
to not only maintain but, actually, to increase substantially its 
contribution to regional develppraent, particularly if the general 
expectation that it will increase its activity in the fields of eco- 
nomic integration and agricultural develojanent is taken into accoxint. 

1»03 In the li^it of the views expressed by the Governors at their Annual 
Meeting in Mexico City, the Bo&rd af Executive Directors carefully considered 
the Bank's operations authorized to date the programs foreseen for the balance 
of 1967; the availability of existing ordinary reaources and the hank s borrow- 
ing capacity based on the callable capital; the available resources of the Fund 
for Special Operations the minimum re source a needed by the Bririk to finance its 
future activities arid the mechanics for raising such reeources, and the prac- 
tical possibilities of obtaining new contributions from the member countries in 
view of prevailing conditions in the national and International spheres . 

1«0U As a result of the above analysis the Board of Executive Directors 
considers it euivisable that the necessary measures be taken to increase both 
the callable capital of the Bank and the resources of the Fund for Special Oper- 
ations. For this purpose, it hereby submits for consideration by the Board of 
Governors the proposed resolutions appended to this report, whose essentieJ. 
content is summarized below: 

A. With respect to the Ordinary Capital stock: 

(i) there is a need for an Increase in the authorized capital of 
the Bank: 

(ii) the increase should be in the Bank's callable capital and shoxild 
amount to one billion dollars; 

(iii) the additional subscription of each member should be in accord- 
ance with the table on page 2 of Annex B; 

(iv) the authorization for the increase in the callable capital 

should become effective when member countries have indicated 
that they agree to subscribe to a minimum of US$750 million. 

(v) one half of the increase should enter into effect in 1968 and 
the other half in 1970. 

B. With respect to the Fund for Special Operations: 

(i) there is need for an increase In the resources of the Fund for 
Special Operations; 
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(ii) the amount of the increase should be US$1,200 million; 

(iii) the additional contributions to the Fund for Special Opera- 
tions should be made by each country in its national ciur- 
rency; 



(vi) the increase in the resources of the Fund should become 

effective when subscriptions have been received fraa. at least 
lU member countries whose increased contributions total not 
less than the equivalent of US$1, 12^ million. 

1.05 The Board of Executive Directors regards the proposed increases as 
req^red to enable the Bank to maintain an appropriate rate of expansion of 
its activities. 

1.06 The points referred to in petragraph 2 and U of Resolution A[r-5/66 
are examined in separate reports. 



c 



(iv) the additional contributions of each member should be in ^ 

accordance with the table on pages 1 and 2 of Annex A; 



(v) the additional contributions to the Fund should be made in _ 

three equal annual installments in 19^7, 19^8 and 19^9* 
respectively; 
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H. Capital Structure and Oper^tlonfl of the Bajak 

^-_01 Thft "basic capital Bvall«ljl« to the Bank consists of its own ordinary 
capital r* sources snd the Fund for Special Operations. lb addition, the Bank 
ftdialftiflterfi the Social a^jgresa TniBt Ftrnd, established by the Uhited States 
(aee paragraph 2.0k) bM certain relatiyely small funds provided by noo-menber 
countries* (paragraph 2»l8) 

2.02 The ordinary capital consists of paid-in capital and callable capital. 
It is used to make loans repayable in the currency loaned^ on noittal banklfig 
temis cijoiparsble to those of similar international financial InstitutloDe* Hie 
callable portion of each meober's au^Bcrlption la not available to the Bank for 
lending, but is subject to call only if required to meet the Bank & obllgstione 
on horrcwingfl or on losma guaranteed by it. In practice the callable capital la 
used as a guarantee of the obligations issued by the Bank to borrow funds in the 
capital laarkets. While the Bank has legal authority to guarantee loans of third 
persons it has not found it appropriate thus far to do so. 

2.03 The Fund for Special Operations (FSO) is available to make loans on 
terms and coodJtione appropriate for dealing idth special circumstances arising 
in specific countries or vlth respect to specific projects. Thus loans ftrom the 
Fund may be on terms vblch mlniiiti£e the ijnpact of the debt on the balance of pay- 
ments of the country of the borrower, such SB rcpayiaent In local currency, long- 
er maturities, and lover Interest rates than for ordinary loans. 

2.0U The Social n:^gress Trust Fund (SFTF) was created pursuant to an 
agreement entered into between the United States and the Bank on J\me 19^ 1961. 
The Agreement authorized the Bank to make loona in the fields of land settlement 
and inqproved land use, houalag for low income groups, romiBinlty water si;^ly and 
sanitation flaeilitiesj and supplementary financing of facilities for advanced 
education and triilning related to economic and social development and to provide 
technical asfliatance related to these flalda and to the ncibillzation of domestic 
resources. Tbt Bank accepted the administration of the Fund for these purposes, 
deeming it to be consistent with the provisiona of the Agreement Establlsbiiig 
the Bank and to strengthen the efforts of the Bank to foster balanced economic 
growth and greater social progreaa In the member countries* m 196U it vae 
concluded that oev capital should not be sought th;&reafter ftor the SFTF, and the 
Board of Governors decided that in the future the Bank should include in the 
operations of the FSO financing for social development purposes. Including those 
previously financed through the SFTF* 

2*0% Ihitially the avail sbla capital of the Bank consisted of (a) the 
•qx^valeut of US$3Sl,56o,0O0 paid In by the msfflber countries aa follows: 20^ 
by aepteittber 30, I960; Ubi by October 31, 19^1; and the final ho^ by October 31j 
1962, and, (h) the callable capital, equivalent to UB$1*31, 5^0, CXX3, which was 
•ubscribed by the saemberi at the i^utset, Ths initial resources of the Fund for 
Special C^rationa^ equivalent to UB$lJ+6, 31^1 000, ware contributed by the mem- 
bers in two equal InstaUmenta due on September 3D, 19^0 and October 31> 19^1^ 
respectively. A resolution authorising a UB^l billl<A increase in the callable 
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capital stock of the Banlc was approved by the Board of Governors on 
January 28, 196**, vhlch provided for subscription by the member countries 
in two equal installwents not later than Deceniber 31, 196^* and I965 
respectively [ftider a second resolutloD, Increased contributiociE of the 
meinbers to the FUnl for Special Operations equivalent to US|73 > 153 ,000, 
aUo became effective on Januery £8, l^6h and vere contributed by the 
members by April 28 196^ A further Increase of the equivalent of 
UE$900 ffillllon In the Pimd for Special OperatipriB vas approved by the 
Governors on March 3l| IS^S, with payinent In three installoieiits due not 
later than June 30, 1963, December 31, I965 and December 31, 1966. 

g'Q6 The initial assets of the Social Progress Trust Jlind were US$39'* 
mlUlcn, In February 196k, the Uhlted States provided an additional US$131 
million for the Rmd. 

2 '07 Since the beginning of its activities, the Bank has been operat- 
ing at an active and increasing pace. On December 3I, 1966, the total 
amount connltted by the Bank in loans from its own resources and the Social 
Progress Trust Fund it administers, amounted to US$1,905.3 million. 

The distribution of the Bank's loans by types of resources utilized 
is as follows: 

- Ordinary capital resources; 139 loans for a total of US$7U7.2 nilllon. 

- Fund for Special Operations: I30 loans for US$656.9 million. 

- Social Progress Trust i\md: 117 loans for US$501.2 million. 

The total cost of the projects financed is estimated approxlnately at 
US$5 billion. Thus, the Bank Is helping to mobilize approximately US$3,100 
million from other Hources priinarlly those of the borrowing coxmtries, 
representing almost two thirds of the total Investment. 

The disbursement of the Bank's loans has also proceeded rapidly. As 
of December 31, 1966, the cumulative amount disbursed totaled US$796.3 
million, or about k2 percent of the amount consnitted. 
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Figure 1 



CUMULATIVE LOAN AUTHORIZATIONS \J 
BANK'S OWN RESOURCES AND SOCIAL PROGRESS TRUST FUND 
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1/ Do«s not includ* ••v«ii loons for tko oquivolont of US$8.1 million 
from tko Conodion Fund which tho Bonk odministort 



2.08 One of the fundamental characteristics of the Bank's operations has 
been the wide variety and scope of the fields covered. In the area of eco- 
nomic development, attention has been given not only to the traditional infra- 
structure sectors, such as power and transportation, but also to agriculture, 
industry, and mining. In the social field, the Bank has financed housing proj- 
ects for low-income groups, water supply and sewerage projects, ixnprovements in 
land use and tenure, and education projects. The following table shows the 
distribution of the Bank's loans, by fields of activity. 
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Table 1 



SECTORAL DISTRIBUTION OF IIB LOANS 
1961-1966 

(in millions of dollars) 
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$1,905.3 
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Figure 2 



DISTRIBUTION OF LOANS BCTWEEN PUBLIC AND PRIVATE SECTORS 

(Bank's own rosourcos) 

Total: $1,404.1 million 

(As of Docombor 31, 1966) 
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2.09 This varied lending activity has been made possible by the 
operating flexibility afforded by the Bank's financial structure. The 
Bank has endeavored to strike an appropriate balance between hard and 
soft loans^ as well as between loans to the public sector and the private 
sector, taking into account not only the financial requirements of the 
various economic and social development flelds> but also the earning 
capacity of the projects and the payment capacity of the member countries. 

2.10 As part of its operations, the Bank has supplied a substemtial 
volume of resources for technical assistance activities in the member coun- 
tries. Up to December 31, 1966, it had approved nearly 560 technical 
assistance operations totaling US$78.5 million, of which US$63.0 million 

is reimbursable 1/ and US$15.5 million is non-reimbursable. 

The primary aim of the Bank in such operations is to ensure the most 
effective use of the funds allocated for Investment and to increase the 
member countries* capacity to absorb external resources. These activities 
have ranged from aid in the preparation of specific projects to the establish- 
ment and reorganization of development institutions and the training of 
personnel in different fields. 

2.11 The Bank's loans in Latin America are being translated into 
physical accomplishments of growing dimensions. Thus, the projects \/hich 
the Bank is helping to carry out with the loans which it authorized through 
December 31, I966; are resulting in: 

- Ttie bringing into production or improvement of some U,3l3,5C6 acres 
of farm land. As of December 31, I966, some 1,569, 50 had already been 
brought into prodi^ction. In addition, agricultural production and productiv- 
ity in Latin America benefitted from 273,251 credits relent from Bank loans 
extended to development institutions. 

- The construction, expansion or improvement of kQ industrial plants, 
of which 29 have already been finished. In addition, some 2,Ul5 credits 
have been extended to small and medium-scale industrial enterprises from 
loans made by the Bank to development institutions. 

- The expansion of electric generating capacity by 2,710,000 kilo- 
watts; the installation of 7,886 miles of transmission lines, and the con- 
striction or improvement of distribution systems in 120 communities ifith 

a population of 3 million. As of December 31, I966, units generating 



1/ This figure is ccniposed of the omcunt chcwn for prelnvectment in 
Table 1, substantial technical assistance allocations provided as part of 
loans included under other headings In that tsible, and a relatively small 
account of technical assistance financed on a relabursable basis but not in- 
eluded la the loan operations of the Bank. 
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81, 500 kilowatts were in operation; Z, 2kQ miles of transmission lines had been 
installed and distribution networks in 10 communities with a population of 
1 million had been completed. 

- The construction or improvement of about 1, 5^5 miles of 10 main high- 
ways and 7,870 miles of 12k access and farm-to-ioarket roads. As of 
December 31, 19^, 1,096 miles had been ccnjpleted In addition. Bank loans 
were helping to iniprove five major Latin American ports; Paranagud in Brazil, 
Cartagena, Barranquilla, Santa Mart a and Buenaventura, in Colombia (In addition, 
improvement of the port of Acajutla in El Salvador was being financed with 
Canadian funds). « 

- The construction, expansion or improvement of 2,3^0 water supply systems 
and 253 sewage systems which will benefit a population of 36,700,000 persons. 
As of December 31, 19^6, some 897 water systems and 72 sewage systems had been 
finished and substantial work had been done on another 367 water and 8** sewage 
systems . 

- The construction of about 297,200 housing units for low- income families 
which will benefit some 1.8 million persons. As of December 31, 1966, some 
lU9,688 had been finished and 29,^50 were xmder construction. Some 56,U7U were 
built in 1966. 

- The modernization or expansion of 73 centers of higher education and 
advanced training. The projects include the construction of buildings at 29 
centers, the acquisition of equipment for 70, library improvements at 2% and 
technical assistance for 23 centers. The total enrollment of the centers which 
are benefitting from the Bank's loans is expected to be 2U4,000 by 1970. 

As of December 31, 1966, construction at 6 projects had been conpleted; 
26 per cent of the construction funds had been invested At another 16 centers; 
about 15 per cent of the equipment had been made o-vailable to 30 centers; 12 
per cent of the technical assistance had been extended at 8 centers and about 
12 per cent of the funds for library material had been invested. 

- In the pre investment field, the Bank's loans are contributing to the 
establishment of 8 national and 1 regional preinvestment funds designed to 
provide a continuing flow of prepared development projects suitable for financ- 
ing. In addition, some 27 other loans are being devoted to specific preinvest- 
ment projects. 

2.12 In accordance with the provisions of its Charter, the Bank has ex- 
tended financial and technical aesi^tmice to all Latin American member coun- 
tries. Nevertheless, taking into account the necessity of achieving balanced 
development of the region, the Bank has endeavored to give preferential atten- 
tion to the relatively less developed countries. This is confirmed by the 
fact that of the total value of loans granted by the Bank as of December 31, 
1966, ten of the member countries, which by reason of their per capita income 
could be considered in the latter category, have received the equivalent of 
US$12.73 financing per capita, while for the other countri<?s the ratio is 
US$7. ^3 per capita. The Bank proposes to maintain in the future this policy 
of special attention to the relatively less developed countries. 
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Flgxire 3 



PERCENTAGE DISTRIBUTION OF LOAN AUTHORIZATIONS 

(As •! December 31, 1966) 

Tetol: $1,905.3 nillUn 



Heuiinfl 




^tnrfwttry and Mining 



Troniporfatien 



Affricultwre 



2.13 The average conmltment rate for the years I961-66 was approximately 
US$12^ million per year In ordlnsiry capital operations and US$193 million 
f rem the FSO and SPTF combined. The total resources available to the Bank 
under Its own Agreement and from the Social Progress Trust Fund, and the 
corresponding loem conmltment s are as follows: 



78-772 0-67-16 
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Table 2 



AVAILABLE HESOUBCES AND APPROVED LOAN AUTHORIZATIONS 
FROM THE BANK'S OWN RESOURCES AND FROM THE SOCIAL 
PROGRESS TRUST FJND AS OP DECEMBER 31, 19^6 a/ 

(In thousands of dollars or the equivalent) 



Resources Approved loans 
available (net) 
to date Number Amount 



Participations 
sold and prin- 
cipal repay- 
ments received 



Ordinary 
Capital 



$ 771, 36U^ 139 $ 71+7,167 



(3) 

$56,1^8 



Balance re- 
maining for 
operations 
(1-2+3) 



Borrowing 
capacit.v 



Fund for 

Special 

Operations 1,119, U7^ 



130 656,882 12,256 



$ 80, 325 *22U, 3^6 e/ 



U7U,8U8 



Social 
Progress 
Tnist Fund 



525,000 117 501, 23^+ 16,120 c/ 



12,192 d/ 



$2,^15,838 386 $1,905,303 $8U,52U 



$567,365 



$22U,3U6 



&/ Includes all currencies. 

b/ Paid-in capital plus amounts received from borrowings. 

c/ No participations have been sold in SPTF loans. 

d/ Excludes US$27, 69U of capital expended for technical assistance and for 
operating expenses during early years of the Fund. It is contemplated that 
a substantial part of the remaining balance will be used for technical assis- 
tance. 

e/ Based on callable capital subscription of the United States. Also reflects 
reduction in available callable capital by reasons of sale of US$383, 33!* in 
guaranteed participations to the Institute Espafiol de Moneda Extran^era (Slpaln). 

2.IU Operations authorized in I966 with ordinary capital resources were 
US$100.9 million, that is slightly below the yearly average of US$129 million 
while the US$291.3 million of operations financed from the FSO were substan- 
tially above the average of US$17'+ million for the FSO and SPTP taken together 
before. It is anticipated that in each of the years I967 and I968, the Bank 
will process operations in somewhat greater amounts. 
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2»13 Ihe estimated procram of ordinary capital loans to be processed in 
1967 and 1968 represents commitments averaging aoout US$175 million anniaally. 
The 1967 estimate ic based on the loan already authorized and on the substan- 
tial number of applications presently in various stages of processing in the 
Bank. The projection for I968 is deemed to be realistic in the li^it of past 
experience and the administrative capacity of the Bank. 

2.16 The operations of the Fund for Special Operations and the Social 
Progress Trust Fund are dealt with together, as the dollar resources of the 
SFTF are substantially exhausted, and the expanded resources of the FSO are 
intended to cover the lending fields previously financed with SFTF resources. 

2.17 The 1966 commitment for the FSO totaled US$291 million. The I967 
and i960 proj ect ions for the FSO operations represent commitments totaling 
in the order of US$1400 million per year. 

j.l8 From the beginning the Bank has made every effort to create and 
expand a market for its bonds in the financial markets of the world. As shown 
in Table 3, it has placed long-term obligations not only in the United States, 
but also in six non-member countries: Italy, Germany, the United Kingdom, 
Spain, Japan and Sxfitzerland. A short-term issue was placed with the central 
banks or other financial institutions of 15 Latin American member countries 
of the Bank and of two non-members. The amounts of debt placed in the non- 
member countries as of December 31, I966, are summarized in Table U. 

nie Bank has sold substantial amounts of participations in its loans, both 
from the ordinary resources and from the Fund for Special Operations. As of 
December 31, I966, these participations amounted to an original sr-n of 
US$28, 667,U7U and US$1, 61'5, 053, respectively (Table 3). 
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Table 3 
FUNDED DEBT AMD PARTICIPATIOMS OF THE BAMK AS OF DECEMBER 31, I966 

A. FUNDED DEBT OUTSTANDING 

Payable In United StAt.Ps dnllRrB; 

k'l/ki Twenty-Year Bonds of 1962, due December 15, 1988 $ 75,000,000 

If -1/2^ Twenty-Year Bonds of I96U, due April 1, 198i4. . . . 50,000,000 

lf-1/2^ Twenty-Year Bonds of I96U, due November 1, 198^1.. 100,000,000 
h-'i/h'f) Loan of April 1, I965 from Instituto Espafiol de 
Moneda Extranjera, Spain, payable in eight annual in- 
stallments of $1,562,500 each on April 1, of the years 

1970 through 1977 12,500,000 

Short-Term Dollar Bonds, First Issue of April 15, I966 a/ 

5^ Bonds due April 15 , 19^7 25 ,000,000 

5-1/836 Bonds due April 15, I968 29,000,000 

5-1/^ Bonds due April I5 , 1971 • 11,000,000 

Payable in nnn-mewihP-r riirrPnfi^R; 

3i> Italian Lire Bonds of I9&, due April 1, I982 

(Lit. 15,000,000,000) 2if,00a,000 b/ 

6fji> Italian Lire Bonds of 1966, due January 1, I986 

(Lit . 15 ,000,000,000) 2^^,000,000 b/ 

5-1/2^ Gennan Deutsche Mark Bonds of 1964, due July 1, 

1979 (DM. 60,000,000) 15,000,000 b/ 

5-1/2^ English Sterling Stock of 1961* , due October 1, 

198i* (L3,000,000) 8,iKX),000 b/ 

5^ Loan Agreement of June 27, I966 with the Export - 

Import Bank of Japan for up to 3*6 billion yen 

(equivalent to $10 million) 2,080,O62 b/ 

5-3/i^ Swiss Franc Bonds of I966, due September 15, I98I 

(Sw. Fr. 50,000,000) 11,433,798 b/ $387,413,660 

B. PAHTICIPATIONS 

9r<^1narY CapU'fti^ Loans: 
In U.S. dollars 

Original amount $ 28,667,4-74 

Outstanding amount 19,611,175 

Fund for Special Operations : 
In U.S. dollars 

Original amount 1,645 ,058 

Outstanding amount 1,075,230 

a/ Of this issue $57,000,000 was placed with the central banks or other financial 
institutions of 15 member countries and $8,000,000 with central financial institutions of 
two non-member countries, Israel and Spain. 



b/ Expressed in U.S. dollar equivalent. 
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g-lQ ^« Bank bas also entered into various arrangenents with several 
other nqn^memter countries to obtain additional re*oudfcea for finahclog de- 
velopcaent in Latin Me r lea. In Januiiry 1962, the Bank as «geQt received 
from Kreditanfltfllt flir Wtederaufbau of QeTTo&ny 3,000,000 Dcntsdhe Mark 
(equivalent to USjS million to be toveflted in the Operacidn Trlaiigular 
with the Corporacl6n Miners of Bolivia. This amouut mb^s eubBequently In- 
creaged to a toUl of m 32i 920,000 (US$8, 230, OOO). Alflo on Tebruary 17, 
1961, the Internatlofiai CooHttittee for European Higration appointed the Bank 
as its agent for the ifiveBtment of US$1, £50,000 tn the Holambra Cooperative 
in Brazil, l!he Bank in 1961» ^s deaignated a« administrator of funds pro- 
vided by the Sxternal Aid Office of Canada to help finance ecoaomlc, tech- 
nical and educfttiotial aasiBtance projects in Latin America, with theae funds, 
nhich novr amount to 30 million Canadian dollars, equivalent to USt^T, 300,000, 
loans may be mde for tcrraa of 19 to 30 years. These loan* may be free of 
interest, but bear a aervlce charge and a c«&mlsalon totaling 1-l/^i per 
annum. It is anticipated that theee Canadian fund* will be Increased from 
time to time- Pursuant to an agreement signed in April I966, the Gcpvernment 
of the United Kingdom aade available to the lank for its administration an 
amount of l4,1^2,30O pounds aterling (equivalent to US$11, 6OO, 000 ). theee 
funds can be used to make loans ulth aiaturitles of from 15 to 25 yearsj with 
an interest rate which will generally be based on the then current borrowing 
rate of the United Kingdom Government. An Agreement with Sweden providing 
for a trust fund In the amount of U5t5 million was signed on Deceniber 27 
1966, for economic assistance projecta in Latin American member countries 
of the Bank. 

In June I965 the Bank entered into cooperative arrangements with the 
Estport Credits Inaurance Corporation of Canada, whereby BCIC agreed to make 
available up to 15 million CanadUn dollars for loans to be made in Latin 
AEoerlca on normal development tenUj in coordination with the Bank on a 
parallel or an independent financing basis. The Government of the Nether- 
lands In September 1965 agreed to maJte available 36,000,000 guilders (equi- 
valent to ts$10 million) for financing economic development projects in Latin 
America In coopcratton with the Bank on a similar basis. 

All of these arrangements, together with the f\inded debt and participa- 
tions placed by the Bank in non-member countries, are summarised in Table k 
and on December 31, I966, added up to the equivalent of approximately US$li88 
BiiUion. 
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Table k 

RESOURCES MADE AVAILABLE BY NON-MEMBER COUNTRIES, AS OF 
DECEMBER 31, I966 
(Expressed in U.S. dollars or dollar equivalent) 

A. FUNDED DEBT aJ 

Payable inunited States dollars: 
h'3/U% loan of April 1, I965 from Institute 

EspaSol de Moneda Extranjera, Spain US$ 12,500,000 

Short-term Dollar Bonds, Issue of April 15, 

1966 - Purchases of Israel and Spain 8,000,000 

Payable in non -member currencies: 

yft Italian Lire Bonds of 1962, due April 1, 

1982 (Lit. 15,000,000,000) 2^,000,000 

6/ff Italian Lire Bonds of I966, due January 1, 

1986 (Lit. 15,000,000,000) 2U, 000,000 

5-1/2^ German Deutsche Mark Bonds of I96U, due 

July 1, 1979 (DM. 60,000,000) 15,000,000 

5-1/2% EngUsh Sterling Stock of I96U, due 

October 1, I98U (l 3,000,000) 8,U00,000 

yf> Loan Agreement of Jxme 27 > I966 with the 

Export- Inqport Bank of Japan for up to 3*6 

billion yen (equivalent to $10 million) 2,080,062 

5-3Ai Sw. Fr. Bonds of 1966, due September 15, 19^1 «, 

(Sw. Fr. 50,000,000) 11,*»33,79B US$105, *»13,9« 

B. PARTICIPATIONS IN LOANS SOLD b/ U,963,203 

C. TRUST RJND6 AND FUNDS IN ADMINtSTRATION 

. Kreditanstalt Tur Wiederaufbau (32,920,000 marks) 8,230,000 
Intergovernmental Committee for Eurppecin 

Migration 1,250,000 

Government of Canada (30,000,000 Canadian doUaurs) 27,800,000 
Government of the United Kingdom 

(L U, 1U2,800) 11,600.000 

Government of Sweden (US$5, 000,000) 5.000.000 53,679,7^ 

D. COOPERATIVE ARimNGEMENTS 

Government of Canada (15,000,000 Canadian dollars) 13,900,000 

Government of the Netherlands (36,000,000 guilders) 10,000.000 23,900,000 



a/ Also included in Table 3* 



b/ Includes $UOO,000 sold to Institute Espaflol de Moneda Extranjera under an agree- 
ment by which the Institute is cpjigated, up to $7,500,000, to piirchase parti- 
cipations with the Bank's guarantee, equal to the amounts of purchases made in 
Spain by the Bank's borrowers under standard competitive purchase procedures. 
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2.:aO A considerable portion of Latin American purchases made abroad 
from funds obtained through the Bank's loans are carried out in countries 
i*hich are not members of the Bank. Accordingly, the Bank expects to 
mobilize from such countries, through appropriate channels, an increasing 
amount of resources in order to expand its operations in Latin America. 
This problem is discussed in more detail in the document "Mobilization of 
Resources from Countries which are not Members of the Bank", presented 
separately for the consideration of the Board of Governors. 
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III. General Ck^fislderatlona Relating to an Ihcreage 

3»01 The need to increase the Eank resources available to the Bank for 
the three years I96J-I97O must be analysed in the broader context of the total 
requirements of the Latin Anerican countries within the Alliance for Progress 
program. 

The explicit purpose of external aid in the Alliance for Progress ia to 
accelerate the ecoinonilc devel^nient of the Latin American countries to a point 
where they can sustain a satisfactory development rate on the basis of their 
own fiavLcga. ThiH requires a total flov of external public and private capi- 
tal in a voi^iine rep re a on ting a net transfer of resources from abroad to Latin 
America — irt terms of both goods axid services -- capable of significantly 
increasing the level of capital formation. 

3.JP2 The current level of savings in Latin America is low in relation to 
the requirement a of capital formation. Although the average for the region 
as a whole is approxlcmtely 174 ot the gross doaestie product, 12 countriea 
have a level of 13"?^ or lea a and only three countries exceed the average of 
17^. In contra4rt only a very few of the industrialised countries in other re- 
gions have a level of savinga of lesE than 2C4 of the gross domestic product. 
Historical experience shows that, in general, a level of savings of 13^ ia 
barely sufficient to sustain a rate of economic development of k% a year, which, 
considering the average rate of population increase in Latin America, would 
represent an economic growth of only sliglhtly more than 1^ a year in per- capita 
terms. 

Latin American Fbrelgn Aid RequlrefflCDtB 

3*03 Since the inception of i±ie Alliance fbr Progress a remarkable fdrel^i 
aid effort in behalf of I^tln Amerlea has been m^e Th^ authorisation of 
official multilateral and bilateral aid to the region, Including coinpenaatory 
aid, y rose from US$330 Billion in 195^ to US$l,o60 ffillllon In i960, and 
US$2 1 090 million in 1965^ TblB was reflected In ozx Increase In gross dlaburae* 
itteQts from an annual average of US$55C million In the five-year period £rom 
1956 to i960 to an average of US$1, I60 million in the five-year period rrom 
1961 to 1965* aet dlsburaements rose nt>m UB$330 pillion per year during 
1956-60 to US$720 million in I961-65. Countering this favorable tenden- 
cy however it must be noted that, in the yeara conaldered, service on 
the foreign public debt for amortlaatlon and Interest rose fkx>m UB$450 
million In 1956 to US$1,710 milHon in I965. On the other hand, the floir 
of direct investment 2/ decreased from TO$920 million per year in I956-6O to 
US$290 million a year In I96I-65, while the net flow of credits from suppliers 
and consierclal b&nks decreaaed ftom a yearly average of US$'f30 million In 
1956-60 to US$130 In 1961-65. 

1/ Compensatoiy aid Ineludea bal«nefi-of 'peyinentv loans granted by tl»e 
International llonetary Fund and financial ineti tut ions in the Uhlted States, 
and deferred payaentfi and refinancing operations negotiated with the tfalted 
States and Ve&t £iUropean countries 

2/ Includes undistributed profits. 
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3-Q^ Summine up these tendencies, it will be noted. that, while the net 
in flow of public capital increased US$390 million per year between I956-60 
and 1961-65^ that of private capital direct investments and credits of 
suppliers and private tanke decreased US$930 million per year between 
the same periods. Consequently the net flow to the region reeultinG from 
such capital funds was US$1, ll+O doillioit per year during I96I-65, compared 
with US$1 J 6O0 a year dviring the preceding five-year period. 

3*03 The foregoing shows clearly how, in spite of the evident efforts 
In the field of external public financing made during the years of the 
Alliance for Progress, the drop \rtiich occurred in the flow of private capi- 
tal has brought about a considerable deterioration of the ({iobal s tuatlon 
of outside financing in Latin America. This contrasts with the goal of 
increasing the total flow of outside capital to the region established in 
the program of the Alliance for Progress. 

3- 06 In analyzing the possibility of maintaining an adequate net flow 
of external resourcea in the futurCj allowance must be made for the burden that 
foreign debt servicing ItapOBes on the balance of payments of the Latin Ameri- 
can countries. As noted in a recent pxiblication of the Agency for Interna- 
tional Development, 1/ a constant annual volvme of development loana authorised 
on conventional terms (5-l/£< interest and l3-yeer term, including a 3 -year 
grace period) causes a backflow of funds from the borrower countries to 
their cr*?ditorG for payments of principal and interest which, after the 
eighth year, exceeds the euinual amount of these loans- This means that in 
these conditions the net transfer of resources ±e rapidly reduced and so, also, 
are the cash resources available for development purposes The exceptional 
increase tn the parents on Latin Amc?rica s foreign public debt in recent 
years is due, for the inost part, precisely to a defective structure of this 
debt in terms of development needs since it is characterized by a heavy con- 
centration of short- and inedium-term maturities. According to the figures 
as of Deceniber 31, 1965, l+73tofthe o'jtstandlng debt of the region had a 
maturity of 5 years or less 22^ had a maturity between 5 and 10 years; and 
only the other 31^ bad a maturity of over 10 ytars* In the case of two of 
the largest countrie in the region, the maturities of less than 5 years 
accounted for more than 60J& of the total outstanding debt. 

3.07 The Latin American countries have striven to improve their foreign 
debt structure through closer control of suppliers* credits and other short- 
tcTtfl debtfl. The foregoing figures, however, indicate that it is necessary 
for any increase in total foreign aid to include a considerable proportion 
of soft-term aid so that servicing of the foreign debt will not excessively 



1/ AID, Sunanary Report of Study on Loan Terms. Debt Burden and Develop- 
ment . April 1965, Repr. March I966. 

2/ These were, until a short while ago, the usual terms for the conven- 
tloneJ. loans granted by the IBRT, IDB and Exlirbank . The interest rate of the 
three institutions was recently increased. 
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increase the pressure on the borrower countries* payment capacity, during 
the period that must elapse before economic growth produces an improvement 
in the region's foreign sector. 

The need for resources on soft terms is Justified also if it is taken 
into account that, owing to a variety of factors, the cost of money on the 
international capital markets is presently hi^^er than it vos at the begin- 
ning of this decade. This phenomenon has had a negative effect on the 
volume of flow of public and private capital. 

3«08 In view of the need for additional foreign aid, the region's capao- 
ity to make effective utilization of cuch assiffta^ce must be evaluated. This 
problem must be examined in the light of the overall iflveataiejjt effort of the 
Latin American countries since the flow of foreign capital represents only 
a small part of the capital formation. In this coonection, it must be pointed 
out that although during the five-year period 196I-65, the region's savings 
and Investment co-ef ftcienta as a whole remained virtually unchanged^ a 
slight tendency to increase may be noted from I963 to I965. At the aame 
time a A shown by the figures cit«d in the preceding page a, Latin America 
is utilising an increafiing amount of disbursements of foreign public credits; 
howeirer dye to the decrease registered in the flow of foreign private capi- 
tal, domeetic savings has constituted an ever -increasing percentage of 
total investment. 

3' 09 The magnitude of the investment effort depends, to a large extent, 
on the amount of f Inane ial resources available, but also oja such other factors 
as the frvailabiilty of apecializcd personnel and the existence of adequate 
institvtlonfi and the general organizational and adminietrative capacity in 
each country. In this connection it is obvious that the Latin American coun- 
trle have made a great effort in recent years to improve development pro- 
gramming and organization. Noteworthy, as part of this effort, is the 
strengtheninc of official pLaiinlng agencies the eatabllshment and reorgani- 
aation of inat tutiona for development of production and of agencies re- 
spot^lblfifor formulating, executing and administering social program! in such 
fields as housing construction and water supply and sewerage works; the im- 
provement of tax By stems the enactment of laws and implementation of agrarian 
reform programs, etc. Foreign technical assistance has tended to strengthen 
the countries' efforts in recent years in each of these fields. 

Although the substantial progress achieved by the countries of the region 
should be recognized the prcbLem of Improved economic performance stiU 
remains a subject of concern- While considerable progrcis has been made In the 
fields of institution building and improving planning efforts, the design and 
inipleiDentatlcjn of policies must be strengthened Msciher countries are faced 
with the task of generating, without undesirable loonetary impact , increasing 
amounts of funds both in the public and in the private sectors, which requires 
a special effort on their part to mobilize internal resources While the 
ultloate objective of economic development is dynamic growth of the couiitrlea 
with wider distribution of Inconse it becomes constantly more inportant to 
improve the instruments of performance embodied in fiscal and monetary^ 
balanee-of -payment 8, price and wage policies ^a well as to achieve iniprove- 
ments of administrative nature and reforms of the public sector Inatltu- 
tions. The inplementation of reform measures and the design of policy 



Digitized by 



Google 



INTER-AMERICAN DEVELOPMENT BANK ACT AMENDMENTS 237 



- 20 - 

instrunents is now furthen-cbiaienged by the requirements of harmonizing such 
tools within the integrattao^ipwcliiss, so that countries* policies will not 
only serve the needs of development of the individual nations but will also 
become effective stimulants towards the realization of goals of regional 
nature. 

niis need to improve the instruments of performance is a matter of con- 
cern not only for the countries theaselves but also for the external lend- 
ing agencies. It is becoialng Incree singly apparent that external investn^ntt 
in development programs will become Incapable of BtLoulating econooic and 
social progrees to the required extent uftle&s the counterpart contri^uticm 
by the recipient countrlea is mobilized more effectively through improved in- 
ternal "self-help** measures. 

The Bank, as a key Instrument of the Alliance for Progress has in the 
past through the actions of the Board of Governors and the Board of Execative 
Directors taken heed of the need for ae If -help and reform aa indlapertsable to 
progress. The Bank Intends in the future to concern Itself even more witb 
the re let I on ship between self-help measures and Its lending programs and poli- 
cies, and to intensify Us collaboration with CIA P in the performance of the 
latter'^ responBlbllity as a multilateral entity to ipur self-help jneasureE 
and to evaluate institutional progress of the countries of the region, in- 
cluding f tacal iind monetary reforms, within the context of the countries* 
development efforts. 

The Propoacd Increase in the Bank* a Resources 

3»10 For the years lS'6l ttiroutjl^ i9^5 th*? Baulk's loan authorizations - 
includinji those from the Social Progress Trust Fund - averaged US$303 million 
a year. In I966 the volxane of loan autborixationa rose to US$392 million. 

3.11 In view of the magnitude of the financial needs, the Latin American 
countries* requirement a of foreign resources in the near future will surely 
exceed the level In recent years. Probably part of the new requirements could 
be met through an expcinaion of the activities of other financial agencies. The 
IDB, however, muat be in a position to provide a substantial part of the in- 
creased financing required. 

3* la this underscores the necessity of having the Bank ensure at the 
proper time the resources eeeential for maintaining an adequate operating 
level. Since the Bank portfolio is comparatively new, loan repayments by the 
member couotriea will not reach a substantial volume in the period between 
196J and 1970. Dollar recoveries on loans mside from the ordinary capital 
will not exceed US$UO million a year until 1969 and will have to be used 
largely to redeem the bonds Issued by the Bank. Furthermore, repayments 
of loans from the Fund for Special Operations will not readi a substantUl 
volume until the beginning of the 1970' s. 

3»13 It must also be taken into account that despite past and future 
efforts, any additional resources the Bank may obtain from non-member countries 
through bilateral agreements will probably continue to be a coo^aratlvely 
secondary factor. From this It may be concluded that the volume of funds at 
the Bank* s disposal will continue to depend primarily, at least during the 
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three years under consideration, on borrovings in the capital markets and on 
new subscriptions and contributions from the menbcr countries, particularly 
the United States. 

3.IU During the period 1968.1970, the Bank should attain a lending 
volume of at least US$5^ to US$600 million per year. This would represent 
an increase of US$1^0 to US$200 million per annum over the level of recent 
years. This is a modest amount in terms of the total needs for resources 
in the region in the near future, when account is taken of the new respon- 
sibilities which the Bank will have to undertake, in addition to intensi- 
fying its activities in sectors in which it is already engaged. 

3.13 The economic integration process which is taking place in Latin 
America represents a new and growing demand for financing through interna- 
tiooAl institutions. The Bank should be able to meet these additional de- 
mands with increased resources, in accordance with the provisions of the 
Charter of Punta del Este. 

The Bank has already granted loans amounting to more than US$120 Billion 
in order to finance Integration projects In the fields of industry tmneporta- 
tion, power and higher education; tbts amount includes operations carried out 
\inder the progroa for the financing of intra -regional exports of capital goods- 
It should be mentioned that Integration projects frequently require large In- 
vestments having their impact only in the long run* I^uBj the local contrl 
but ion touards financing regional projects is often a great effort nblch should 
be stiatulated by offering favorable terma and conditlone. These considera- 
tions would allow such projects to be eligible for financing through the Fund 
for Special Operations. 

There is no doubt that the measures recently adopted towards acceXerating 
the integration process will act as an incentive for the preparation and coa- 
pletion of more multinational projects, not only in the infra structural sec- 
tor, but also in agricultural, industrial and service enterprise of regional 
scope. 

On the other hand, it is expected that the Preinvestaent Fund for Latin 

Anerlcan Integration, which recently began operations, will siiBpllfy tJie 
preparation of prellmiiiary feasibility and engineering studies. It is well 
known that the absence of such studies has been an obstacle to increased in- 
veatment of multinatioanal benefit* PurthenDore, for the preparation of 
these studies the Pre investment Fund itself will require a far greater 
amouit of resources than is presently available. 

Although the Bank is by no means the only source of funds for ■ultina- 
tional projects, the mandates set down by its Board of Governors for proaotinf 
the external financing of integration programs, and the resolutioas idiich 
have recently been adopted at the regional level place upon the Bank the re- 
sponsibility of acting aa a catalyst in such operations, in copperatioo with 
other scurces of financing. 
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3.16 The expansion of intpa-regional trade Is considered by the Bank 
as-xanindispenfcOble r^fljislte. ^<^. jtl^er-i^ci^eleratlcJi of i^bhomic growth in 
Latin America. buide4-by tjiia criterion,- bfeginnihg in I96U the Bank insti- 
tuted a program for the financing of intra-regional caqports of capital goods. 
The fundamental objective of this program has been to facilitate the expan- 
sion of intra-regional twide, thus stimulatl-ng the development of the region' s 
capital goods industry. 

The program, hap been successful, as demonstrated by the fact that of the 
US$30 million originally assigned :by the Bank for this purpose, by the end of 
1966 a total of US$26.9 million had been committed for lines of credit granted 
to several member countries. It is the Bank's judgment that, as the integra- 
tion process in the region advances, and the volume of intra-regional trade 
increases, additional. resources. will be required not only to strengthen the 
present program, but also to broaden Its field of action, taking into account 
the proposals made by the member countries. 

3.17 The development of the agricultural sector has been one of the most 
important objectives of the Bonk, but will require greater foreign financial 
support in the future. In its first six years of operations, from I961 to 
1966, the Bank allocated to rural development of the mcniber countries about 
kO per cent of the total loans authorized, that is, nearly US$750 million. • 
Of this s\m> US$U26 million or 23ft of the total was for direct investment 

in agricultural production, while the rest provided for economic infrastruc- 
ture and social facilities including technical assistance projects in behalf 
of the agricultural sector. 

A productive, modem and growing agriciatural sector in Latin America is 
not only of pajramount iniportancc to strengthen the region's capability to im- 
prove its food supply and to keep pace with the growing population, bxxt also would 
allxw Latin America to eventually participate in meeting tha food deficit in 
those parts of the World that are experiencing serious shortages . Moreover, 
due to the fact that the agricultural activity is the largest eiqployer in the 
overall economy of Latin America, investments in this sector tend to have 
Inqportcmt income effects *«hich allcw the rural population to be a more active 
participant in absorbing growing industrial production, through the Improvement 
In purchasing power. It Is esgpected that the magnitude of the Bank's resources 
directed to support productive Investments in agriculture will be stepped up. 

Among the serious limitations to the growth of agriculture have been the 
scarcity of specific Investment projects suitable for financing and the inade- 
quacy of overall agrlcultiural planning. IDirough concentrated assistance of 
the prelnvestment type as well as by Joint arrangement with specialized 
agencies such as FAO, the generation of soundly conceived projects is making 
considerable headway. Likewise, ClAP In collaboration with other agencies is 
•trengthexilng its activities In broader agricultural planning. 

3*16 In its first 6 years of operations, the Bank has made avallsible 
US$65 million for loans designed to support the efforts of the meober countries 
In improving their systems of advanced education. It Is the purpose of the 
Bank not only to continue but to increase the rate of lending activities fbr 
education purposes, taking into account the great multiplying effects which 
originate in improved education. 
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The shortage of technical and profecsional personnel has tended to be- 
come an increasingly important limitatlofi to the development effort and has 
thus been recognized by the menibGrB of the BaniiL. The ann\ial growth rate of 
enrollment in higher education now stande at 9 per cent, \i.e. , around three 
times that of population growth. The nbaorption of students Is severely 
hampered by ahortcomings of diverse nature j including particularly the 
dearth of physical and research facilities. 

Complementing the activities of the institutions which are responsible 
for primary and secondary educatiorij the Bank should broaden its activities 
to corver vocational and technical training in addition to advanced education. 
Concentrated efforts in the fields of technical, vocational and higher educa- 
tion generally will mean increased demands upon external financing to cover 
part of the capital investments required. 

As a part of the general effort towards planning of the overall econo- 
mies educationBl planning has increa ingly beco(te a major factor of preoccu- 
pation in L&tin America and ie already resulting in concrete overall programs. 
Through technical assistance efforts the Bank has been actively engaged in 
promoting such planning activitlea in several metflber countrle as a resiilt 
of which specific project will be stimulated. It ie Important that the Bank 
increase the magnitude of its resources devoted to the IropIeDaentatton of these 
programs to cover a wider range of the educational requirements of the menber 
countries. 

3.19 The principal involvement of the Bank so far in the field of public 
health has been through the support towards improvement in environmental 
sanitation, mainly through loans in the f lelda of water and sewerage. To 
this end, in the f irat 6 years of operations the Banlc ha a lent to the meinber 
countries close to US$350 million, i.e. nearly 18 per cent of its total port- 
folio; the amount Include allocatlonE for technical assistance, which have 
allowed the menber countries to make institutional improvements of great 
importance. 

Health conditions in the region still continue to be an important iisped- 
iment to an accelerated rate of development. In supplying part of the 
financing required for i^ter and sewerage, the Bank has been conscious of 
the fact that it la only touching upon one segment of the health sector aa 
such and that several other related activities will have to be stimulated 
concotaitantly* The countries' efforta within their national health plan- 
ning acttv ties stress greater empha la on measure of preventive health, 
so a to prolong life expectancy and decrease the high mortality and mor- 
bidity rates due to diseases which lend themselves to eradication or sharp 
reduction. 

Further support of health requirements will focus on rural health, 
to be undertaken primarily within coomunity development programs; the Bank's 
involvement in potable water supply and ewerege programs would also be con- 
tinued, Ihe Bank will seek to fulfill ts role in the support of other eco- 
nomic sectors wh ch have direct bearing on improved health, such as pharma- 
ceutical, biological and nutritional industries. 
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3.20 Consequeotly, to achieve an average operating level of approxl- 
Batf!lyTs$550 to $600 million a year for the I968-7O period — which, as 
stated earlier, represents a mlnliBum req^iirement with regard to both the 
needs of the countries and their capacity — the Board of Directors is 

of the opinion that, after allowing for the recoveries on its loans, an 
increase of US$1,000 million in the callable capital and the equivalent 
of US$1,200 million in the Fund for Special Operations is absolutely 
essential. The proposed increase in the callable capital would make it 
possible to guarantee, during the three years indicated, taking into 
account only the United States subscription, bond issues in the amount 
of approximately US$lt20 million. This amount, together with the re- 
coveries on the loans, would enable the Bank to maintain an approximate 
level of US$175 million per annum in its ordinary operations. In its 
Fund for Special Operations activities, the Bank could maintain a level of 
approximately US$UOO million per year. 

3.21 The Board of Directors believes that the proposed level of the 
Bank's operations for the I968-1970 period could prove insufficient, con- 
sidering the existence of viable and economically feasible projects that 
may be expected as a result of the progress in the member countries in the 
planning field, the establishment of new technical machinery for pre- 
Investment purposes — a process in which the Bank's loans are playing an 
increasingly important role — and the efforts to mobilize domestic re- 
sources for development purposes. If such were the case, the Board of Exec- 
utive Directors would adopt, sufficiently in advance, the necessary recom- 
mendations for securing the additional resources needed. 
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IV. Ordinary Capital - Specif Ig Atialyatg of Increaaa 

U.Ol The need for and the size of an Increase In the ordinary capital 
and the timing thereof must be appraised in the light of the Bank s authorized 
and pro;}ected ordinary operations a a examined in the preceding chapter, Ae 
of December 31, I966 total dollar ind nrn^metaber currency ordinary capital re- 
sources c-^nBlEit*-! of $265 Q mlllton paid*ln capital and $33?.^ raiUion of 
borrowed funds against which a total of ^3-2 ailllon In loans had been com- 
mitted. Taking into account participation sales and loan repaymente, ^m- 
cotrJcLtted dol3UBr and non-meniber currencies available for cooomitment on that 
date amounted to approximately $58.5 million. 

^-02 . Currencies of the Latin American countries representing their share 
of the portion of the paid-in capital required to be paid in local currencies 
initially amounted to the equivalent of %U.%^ million. As of December 31, 
1966 the equivalent of sotae ilOU million in such currencies had been com- 
mitted, leaving a balance equivalent to about $21.9 million, including loan 
repayments. 

^-Oj In order to assure sufficient available resources to meet the I967- 
63 projected ordinary lending operations the Bonk must borrow funds in the 
capital aarltets using its callable capital a a guarantee. In order to secure 
the lowest posBlble rates and to obtain the widest acceptance of its bond a, 
the Bank has agreed to limit its borrowing and guarantees to the amount of 
the subscription of the United States to the Bank's callable shares* The 
total United States callable capital presently subscribed atoounts to $611*76 
million. Against this auiount, the Bank has incurred a funded debt of $387.**1 
million, leaving the Bank a borrowing capacity of $22U.35 million. 

Assuming additional borrowing at normal rates, relatively little further 
borrowing capacity will be left after the end of 1967. Talking into account 
funds realized from amortizations, resources available would barely suffice 
to cover the projected rate of commitments through^ 1968. A similar situation 
may arise in 1970. 

^'0^ A small decline in the level of available resources below the 
volume of projected leofiing leads inevitably to a slowdown in new authoriza- 
tions. Furthennore, sufficient leeway in the timing of bond Issues is essen- 
tial to permit the Bank to enter the market when condltiooEs are moat favorable. 
If bond issues were scheduled solely on the basis of Immediate requirement of 
funds, the Bank itd-t^t bis lo a i)08ition of having tfi borr'V nt an ir.eoLveriier^t 
time, probably at a higher cost* To take account of these factors, the Board 
of Executive Bi rectors should be granted reasonable authority to determine 
the exact date of the subscription within the years I96O and I97O, respectively 

^»03 It is clear from the foregoing discussion that to maintain in the 
years 1953.70, inclusive, the lending rate of $175 million per annum which 
appears desirable, it is necessary to take measures as soon as possible to 
authorize an increase of $1 billion in the callable capital stock. Subscrip- 
tions to this increase would be d strlbuted among the member countries in 
proportion to their present subscriptions, as follows: 
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V. Fund for Special Oiaer at Ions - Specif Lc Analysla of iDcreBSg 

^»01 15ie B ze of the Increase in the Fund for Special Ope ration e which 
the Board of Gov* r nor b agreed to recommend to the tueEiiber governments at their 
Annual Meeting in April 196U was calculated on the basis of a decision to 
incorporate Into the operations of the Fund for Special Operations the func- 
tions previously handled through the Social Progress Trust Fund and to e^qpand 
its role in other fields of social development. The resolution provided for 
an increase of the eq^ulvalent of $900 aillion, of vhich $750 million was to 
be contributed by the United State and the ©(juivalent of $150 million by 
the lAttn American members of the Bank in their oim currencies. The total 
amount vas divided into equal annual instalLoenta payable on Deceijibex 31^ 
196^*, 1965 and 1966. This schedule of payment a reflected the Governors • 
determination to provide sufficient funds for the Bank s '*soft loan" opera- 
tions for the three-year period from January 1^ 1965 through December 31j 
1967. The payment of the first installment vas, however, postponed until 
June 30, 1965, to give the member countries more time to approve the increase. 
This delay in bringing the resolution Into effect has stretched out the ini- 
tiaUy projected period to mid-196a. At the beelnning of I968, the FSO 
should have a carry-over of approTlinately $6^-3 million available for I968, 
which, assuming the rate of operations establisbed in the prior two years, 
would imply ejchaustion of the dollar resources vrithin the first quarter 
of that year. 

i^O^ In the light of the additional responsibilities on the Bank to 
finance the area of economic integration and to increase its lending in the 
field of agriculture and education while at the same time maintaining a 
normal rate of lending for other actlvitit^a which the Bank has been financing 
irflth the resources of the Fiind for Special Operations, in the period of 
1966*70 an increase of the equivalent of US$1.2 billion payable. In three 
Inst ailment Sj is required Of thl increase, US$900 million would he con- 
tributed by the United States and US|300 mi Hi tin by the Latin American mem- 
bers of the Bank in their own currencies. 

The increase in the contrltutiona talces into account the amount of 
as$lOO million which the Bank is expected to devote annually to economic 
Integration projects, utilizing for this purpose appropriate sums ftrom the 
Ordinary Capital, the fUnd for Special OperationE and any other resource. 
It ahould> of couraej be understood that the figure which has just been 
mentioned is not to be regarded as a limitation upon the resources which the 
Bank may devote to the flnjejicing of Integration projects if an increajse in 
the needs for this purpose justifies greater activity on its part. 

3«03 The doubling of the quotas of the Latin American members of the 
Bank as compared with the last increase in the" Fund reflects the desira- 
bility of strengthening the principle of self-help by the member countries. 
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5.0U Many activities of the Fund require a substantial amount of 
loceJ. currency expenditure. However, in relation to the financing of local 
costs with dollars^ recognition must be given to the. problem of the balance 
of payments of the United States, and the Bank will attempt to hold such 
financing to an appropriate minimum. The Bank is also striving to improve 
the present procedures whereby such local cost financing is carried out with 
the least effect on the United States balance of payments. In the light of 
these problems, which should be regarded as basically transitory in nature, 
the Bank and its members fully appreciate the difficulties inherent in United 
States responsibilities in the free world. Accordingly, the Bemk proposes 
to cooperate in the greatest possible degree with the United States in meet- 
ing these difficulties by suitable measures, which obviously would be subject 
to review as conditions changed. 

The percentage of dollar financing for local costs will be established 
in accordance with the nature and priority of the projects but in such a 
manner that, on the average, this percentage, except in relation to educa- 
tion and agriculture, will not exceed the level which prevailed in 1966. 

Furthermore, the contributions of the four Latin j^merican members whose 
quotas in the Fund are the largest will be available in part for financing 
local costs in addition to financing exports under Bank projects from these 
countries. The Board of Executive Directors, in consultation with these 
meniber countries and such^others as may adhere to this system, shall deter- 
mine the general rules for its implementation. 

$.05 The increase in the Fund for Special Operations would be con- 
tributed by the member countries as follows: 



Digitized by 



Google 



246 INTER- AMERICAN DEVELOPMENT BANK ACT AMENDMENTS 



29 



AHMEX C 



Table 6 

lUND FOR SPECIAL OPERATIONS OF THE 
miBR-iMERICAN nEVELOFMENT BANK 

(In United States dollars or the equivalent) 





Contributions paid 








as of 


Proposed 


butlons after 


Country 


December 31. 1966 
$ U8, 873, 000 


Increase 
$ 66,80U,000 


Increase 


Argentina 


$ 115,677,000 


Bolivia 


3,92^,000 


5,36U,000 


9,288,000 


Brazil 


U8, 873, 000 


66,80^,000 


115,677,000 


Chile 


13,^19,000 


18,3^2,000 


31,761,000 


Colombia 


13,^10,000 


18,330,000 


31,7^0,000 


Costa Rica 


1,962,000 


2,682,000 


4,6»»4,000 


Dominican Republic 


2,616,000 


3,576,000 


6,192,000 


Ecuador 


2,616,000 


3,576,000 


6,192,000 


El Salvador 


1,962,000 


2,682,000 


k,6kk,000 


Guatemala 


2,616,000 


3,576,000 


6,192,000 


Haiti 


1,962,000 


2,682,000 


4,61*4,000 


Honduras 


1,962,000 


2,682,000 


4,644,000 


Mexico 


31,^19,000 


U2,9**8,000 


74,367,000 


Nicaragua 


1,962,000 


2,682,000 


4,644,000 


Panama 


1,962,000 


2,682,000 


4,644,000 


Paraguay 


1,962,000 


2,682,000 


4,644,000 


Peru 


6,5U6,000 


8,9^6,000 


15,492,000 


United States 


900,000,000 


900,000,000 


1,800,000,000 


Uruguay 


5,241,000 


7,164,000 


12,405,000 


Venezuela 


26,187,000 


35,796,000 


61,983,000 


TOTAL 


$1,119,U7U,000 


$1,200,000,000 


$2,319,474,000 



5»06 It appears not unlikely that between the forthcoming Board of 
Governors meeting and the effective date of the resolution Increasing the re- 
sources of the Fund, a nev member may be admitted to the Bank. Accordingly, 
the proposed resolution provides that such a member shall contribute to the 
Increase as a condition for Its admission and that the contributions of the 
other members, except the United States, shall be reduced proportionately, 
keeping the overall total to US$1.2 billion. 

It may be added that no analogous provision Is required In the proposed 
resolution providing for an Increase In the callable capital, since Resolution 
AG-3/64 created US$300 million In additional capital stock of the Bank to pro- 
vide for the admission of new members. 
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VI. Action Reconnended and Proceduare tor Voting on PyopoBals 

6.01 The fbregolng analysis shovs that sufficient dollar resources 
have been nade available during 1965 and I966 to nset the anticipated level 
of lending from the Hmd for Special Operations into the first half of I966. 
Hie action to provide for augmentation of ISO resources ^ therefore, should 
be taken in I967 to provide sufficient additional funds for I966. 

Similarly, the margin of callable capital nov available to the Bank is 
only sufficient to meet the requirements of the ordinary operations through 
1968. Considering the mechanics and the length of time required to 
legislate into effect an increase in the ordinary capital, action by the 
members in 1968 is needed . 

6.06 Accordingly, the Board of Executive Directors recoimends that 
the Board of Governors adppt the draft resolutions annexed to this report, 
namely: 

Annex A - Iherease of US$1.2 billion in the Resources of the fUnd for 
Special Operations. 

Annex B - Increase of One Billion Dollars in Authorized Callable 
Capital Stock and Subscriptions Thereto. 

6.02 The resolutions are presented for votes by the Board of Governors 
in accordance with the procedures for voting without a meeting established 
by Section 5 of the Qy-I«rs of the Bank. 

Separate votes are required on each resolution. To be valid, the votes 
fdr the resolution attached as Annex A must be received at the seat of the 
Bank on or before Deceaber 31, 1967* Votes for the resolution attached as 
Annex B must be received at the seat of the Bank on or before such date in 
the calendar year I966, not earlier than October 3I, as the Board of Execu- 
tive Directors Shall determine. 
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PROPOSED RESOLUTION 

INCREASE OF $1,200,000,000 IN RESOURCES OF FUND FOR 
SPECIAL OPERATIONS 



WHEREAS, at the Seventh Annual Meeting of the Board of Governors it was 
resolved that the Board of Executive Directors study the possibility of 
cnlarcing the resources of the Bank by means of an increase in the authorized 
capital stock and an increase in the resources of the Fund for Special Oper- 
ations and present a report and recommendations to the Board of Governors-, 

WHEREAS the Board of Executive Directors of the Bank, having considered 
said question, has concluded that action to increase the resources of the 
Fund for Special Operations would be desirable j 

WHEREAS Article IV, Section 3 (g), of the Agreement Establishing the 
Bank provides for increases in the resources of the Fund through additional 
contributions by the members, and 

WHEREAS the Board of Executive Directors has submitted an appropriate 
proposal therefore to the Board of Governors, 

The Board of Governors 

RESOLVES that: 

(a) Subject to the provisions of this resolution, the resources of the 
Fund for Special Operations shall be increased in the equivalent 
of US$1,200 million through additional contributions by the meinbers 
as follows: 

Contributions 
Co\mtry (in U.S. dollars or the equivalent) 

Argentina $ 66,8oU,000 

Bolivia 5,36U,000 

Brazil 66,8oU,000 

Chile 18,3^2,000 

Colombia 18,330,000 

Costa Rica 2,682,000 

Dominican Republic 3> 576, 000 

Ecuador 3, 576, 000 

El Salvador 2,682,000 

Guatemala 3,576,000 

Haiti 2,682,000 

Honduras 2,682,000 

Mexico U2,9**8,000 

Nicaragua 2,682,000 

Panama 2, 682, 000 
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Paraguay $ 2, 682, 000 

Peru 8,9U6,000 

United States 900,000,000 

Uruguay 7, l6U, 000 

Venezuela 35,796,000 



$1,200,000,000 

In the event any new meinber is admitted to the Bank prior to the effec- 
tive date of this resolution, such new member shall contribute to the total 
established in this paragraph in proportion to the contribution required as 
a condition of its admission, and the contribution of the other members, 
except the United States, shall be reduced accordingly. 

(b) Each member shall make its additional contributions in its own cur- 
rency, and the entire amount of each contribution shall constitute 
national currency to which the provisions of Article V, Sections 1 
(c) and k, of the Agreement Establishing the Bank, shall be appli- 
cable . 

(c) The additional contributions shall be made in three equal install- 
ments, payable, respectively, on or before December 31> 196?, 
December 31, I968, and December 31, I969, or such later dates as 
the Board of Executive Directors may determine . 

(d) None of the additional contributions shall become payable unless 
at least 1^ members whose increased contributions total not less 
than the equivalent of US$1,125 million shall each have deposited 
with the Bank, on or before December 31> 1967, or such later date 
as the Board of Executive Directors may determine, an appropriate 
instrument setting forth their agreement to their making the con- 
tributions to the increase in the Fund for Special Operations in 
accordance with the terms of this resolution. 
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PROPOSED RESOLUTION 

INCREASE OF O^IE BILLION DOLLARS IN AUTHORIZED GAUABLE 
CAPITAL STOCK AND SUBSCRIPTIONS THERETO 

VOIEREAS at the Seventh Annual Meeting of the Board of Goverrors 
it was resolved that the Board of Executive Directors study the possi- 
bility of enlarging the resources of the Bank by means of an increase 
in its authorized capital stock and an increase in the resources of 
the Fund for Special Operations and present a report and recommenda- 
tions to the Board of Governors; 

WHEREAS, the Board of Executivn Directors of the Bank> having con- 
sidered said question, has concluded that action to increase the 
authorized callable capital stock of the Bank would be desirable; 

WHEREAS. Article 11^ Section 2(e), of the Agreement Establishing 
the Bank> provides for increases in the capital stock of the Bank; and 

WHEREAS the Board of Executive Directors has submitted an appro- 
priate proposal therefore to the Board of Governors, 

The Board of Governors 

RESOLVES that: 

SECTION 1. Increase in the Authorized Capital 

(a) Subject to the provisions of paragraph (b) hereof, the author- 
ized capital stock of the Bank shall be increased by $1 billion, 
in terms of United States dollars of the weight and fineness in 
effect on January 1, 1959* divided into 100>000 shares having 

a par value of US$10,000 each. 

(b) Such increase shall become effective only if ^ on or before 
such date in the 'calendar year 19^3, not earlier than Octo- 
ber 31* as the Board of Executive Directors shall determine, 
members shall have agreed, through the deposit of an appro- 
priate instrument with the Bank, to subscribe at least 

US$730 million in accordance with Section 2 of this resolution. 

SECTION 2. Subscriptions 

(a) In accordance with Article 11, Section 3(b), of the Agree- 
ment Establishing the Bank, each member may subscribe to a 
number of the shares of the callable capital stock authorized 
by this resolution equal to the proportion which all its 
capital stock heretofore subscribed bears to the total of the 
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initial authorized capital stock and of the Increase avthorized 
b> Resolution AG-l/6ii of the Board of Governors approved January 23, 
I96U. The respective number of shares for each meoiber shall be as 
follows: 

Coi'ntry Subecrlptlone 

(In shares of US$10, CXX) each) 

Argentina 12, I3U 

Bolivia 97U 

Brazil 12,13U 

Chile 3,332 

Colombia 3,329 

Costa Rica U87 

Dominican Republic 650 

Ecuador 650 

El Salvador USj 

Guatemala 630 

Haiti I1O7 

Honduras U87 

Mexico 7,300 

Nicaragua UQ'f 

Panama 1+37 

Paraguay 1*87 

Peru 1,626 

United States Ul,176 

Uruguay 1, 30I 

Venezuela 6, 501 

Unassigned U 33^ 

100.000 

(b) The subscription of each member shall be on the following 
terms and conditions: 

(i) The subscription price per share shall be $10^000 in 
terms of United States dollars as aforesaid; 

(ii) One half of the increase with respect to each member 

shall be subscribed on or before such date in the calen- 
dar year I968, not earlier than October 31, as the 
Board of Executive Directors shall determine and the 
other half shall be subscribed during the calendar 
year 1970, on sich date es the Boerc! -slialj. establish. 

(iii) Each member shall represent to the Bank that it has 

taken all necessary action to authorize such subscrip- 
tion and shall furnish to the Bank such information 
thereon as the latter may request; 
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(iv) The installment of the subscription of each member 
shall become effective as of the date Khen all the 
terms and conditions specified in the preceding 
paragraphs of this section have been fulfilled with 
regard to at least 75 per cent of the total of the 
respective installments of all the members. 
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PROVISIDIIS fOR INCREASES IN RESOURCES CONI/IINED IN AGREEKETTT 
ESZABLISBING IHE E^NK 



The Agreeoent Establishing the Inter-American Development Bank con- 
tains a number of provisions concerning increases in the ordinary capitaJ. 
and the Fund for Special Operations. Those significant for this report 
may be suomarized as foUovs: 

The pertinent provisions relating to the ordinary capital are: 

Article II, Section 2 (e), vhich provides the authorized capital 
stock of the Bank may be increased when the Board of Governors 
deems it advisable and in a manner agreed upon by a two -thirds 
majority of the total niaober of Governors representing not less 
than three -fourths of the total voting poirer of the member countries. 

Arti&le 11^ Section 3 (h) . which provides that in case of an in- 
crease In capital pursuant to Section 2 (e), each member chali 
have a rl^t to flubecrlbcj under such conditions &s the Bank chall 
determine, to a portion of the Incrense In i^tock equivalent to the 
proportion which its stock theretofore sub scribed "bears to the 
total capital stock of the Bank, but no member however shall be 
obligated to subscribe to any pgurt of such increased capital* 

As for the Jlmd for Special Operations, Article IV, Section 3 (g), 
of the Agreement, Btatea that the reeourcea of the I\icd shall be Increased 
throu^ aMitionat contributions by the meoibera i/hen the Board of GovErnon 
considers it advlBablc by a three -fourths majority of the total voting 
power of the oeiiiber countrlea The sajoe proportionality provleloriF vltb 
respect to the quota of each member are to apply In the case of an increase 
in the resources of the Fund for Special Oppm^tons as are applicable for 
an increase in the ox'llnBiy '•ai-lffil \-ARntn-ces of the Bank. 
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BESOWllCH AG-Q/Cl 



APPROVAL OF EECOKMENDATIONS IN THE REFOET OF THE 

BOARD OP EXECUTIVE DIRECTORS ON THE MODIFICATION OF 

THE PROVISIONS FOR THE ELECTION OF EXECUTIVE DIRECTORS 



The Board of Governors, 

Having considered the report of the Board of Executive 
Directors on I4arch 30, 1967, as amended in the fourth plenary session 
of the Eighth Annual Meeting, proposing codifications of the provisions 
for the election of Executive Directors, 

RECOMMENDS: 

That the members take such action as may be necessary and 
appropriate to give effect to the resolution proposed in said 
report. 



(Approved at the Fourth Plenary 
SesBlon, April 2?, 196?) 
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REPORT ON PROPOSED MODniCATXON OF OHE PROVISIONS 
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FP.OPOSAL FOR MODIFICATION OF THE METHOD OP ELECTING EXECUTIVE 
DIRECTORS OF THE INTER- AMERICAN DEVELOPMENT BANK 



I. Introduction and nia.ior conclusions 

1»01 In accordance vith the request contedned in Resolution AG- 5/66 of 
the Board of Governors, the Board of Executive Directors has analyzed the 
provisions for the election of Executive Directors of the Inter-American 
Development Banl^, set forth in the Agreement Establishing the Bank. 

1 -02 The Board of E3:ecutive Directors considers it advisable that meas- 
ures bo taken to mcdifj- those provisions and, accordingly, submits to the 
Board of Governors for consideration the proposed resolution e^>pended to this 
report, vhich vould amend Annex C of the Agreement Establishing the Bank &o 
as to facilitate the election of the Execuwive Directors provided for in 
paragra-ph (c) of 'cAic /amcx, 

1.03 In reaching this conclusion, the Board of Executive Directors 
took into consideration the difficulties encountered in the three elections 
of Executive Directors that have been held and the recommendation contained 
in its report on the poGsibility of enlarging the resources of the Bank by 
increasing the authorized capital stock by US$1 billion. 

II. Procedure for the election of Executive Directors 

2.01 As provided in Article VIII, Section 3 (b), of the Agreement, 
one Executive Director is appointed by the member country having the largest 
number of shares (United States), and six are elected by the Latin Anericcoi 
member countries pursuant to the provisions of Annex C of the Agreement. In 
the election of these six directors, the first four must receive a number of 
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votes that represents a percentage not less tban the sum of the percentages 
appertaining to the coiintry vitb the greatest voting pover (Argentina and 
Brazil) and to the country with the least voting pover (Costa Rica, El Sal- 
vador, Eaiti, Honduras, Nicaragua, Pcmama and PcLraguay), while the last tvo 
directors are elected by the countries whose votes were not cast in favor 
of any of the first four directors to be elected, on the basis of one vote 
for each country. Article VIII, Section k (a) provides that the basic 
voting power of each country is 135 votes plus one vote for each share of 
ordinary capital stock it has subscribed. 

2.02 The pertinent provisions of Annex C of the Agreement currently 
read as follows: 

"(c) In the first place, as many ballots as are necesscu:y shall 
be taken until each of four candidates receives a number 
of votes that represents a percentage not less than the sum 
of the percentages appertaining to the coimtry with the great- 
est voting power and to the country with the leai:t voting 
power. For the purposes of this peui-agraph, the totcJ. voting 
power of the countries entitled to peurticipate in the voting 
provided for under this annex shall be counted as 100 per 
cent. 
"(d) In the second place, governors whose votes have not been 
cast in favor of any of the directors elected under para- 
graph (c) of this annex shall elect the other two directors 
on the basis of one vote for each governor. The two candi- 
dates \iho each receive a greater number of votes than any 



Digitized by 



Google 



258 INTER-AMERICAN DEVELOPMENT BANK ACT AMENDMENTS 



other candidate, on the same ballot, shall be elected ezecutiipe 
directors, and the balloting shall be repeated until this occurs. 
After the balloting has been conpleted, each g o vernor y/bo did 
not vote for either of the candidates elected shall ass i gn his 
vote to one of them. 

The nuoiber of votes under Article VIII, Section 4, of each 
governor vho has voted for or assigned his vote to a candidate 
elected hereunder shall be deemed for the purposes of Article 
VIII, Section k (c) (ll) to have counted tovard the election 
of such candidate." 

III. Experience in past elections 

3»01 In the opinion of the Board of Executive Directors it is clear 
that the difficulties which have arisen in the elections held until nov are 
due essentlcaiy to the fact that not all the countries contenplated in 
Annex A of the Agreement became members of the Bank. Therefore, not A^n tbe 
votes orglnally assigned to the Latin American countries are cast in the 
elections. To compensate for the absence of those votes, one of the four 
candidates elected under the weighted voting procedure in paragraph (c) of 
Annex C has had to obtain, in each election, the support of six or seven 
countries with a low individual voting power, leaving only four or five 
countries to participate in the election of the two executive directors 
under the unit voting procedure of paragraph (d). 

3.02 These difficulties were somewhat accentuated in the I966 election 
by the increase in authorized capital provided for by Resolution AG-l/6<i-, 
which raised the number of votes required for election under paragraph (c). 
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They would be further compounded when the proposed new increase became 
effective, as shown in Table I. 

3«03 In response to a proposal made by the Central American Governors 
at the Annual Meeting in Panama, the Board of Governors, at its Meeting in 
Paraguay in April 1965, approved Resolution AG-7/65, which recognized the 
special position of the Central American Isthmus and its movement toward 
regional economic integration by providing that, for all purposes of the 
Agreement, except for voting, the executive director whose candidacy was 
presented by the Governors for the countries composing the Central American 
Common Market would be considered as representing those countries. This 
provision was also made applicable with respect to the URUPABOL group, con- 
sisting of Uruguay, Paraguay and Bolivia, and to other groups of countries 
formed for Joint representation in international org^miz^tion^. This deci- 
sion was an attempt to satisfy the demand of the szcaller countries that 
■they be assured unified representation, on a rotating basis, in the Board 
of Executive Directors. 

IV. Proposed solution and procedure for its approval 

^.01 After examining various alternative solutions to the problem, the 
Board of Executive Directors believes that the formula that should be adopted 
is that which least alters the procedure established in Annex C, in view of 
the fact that this procedure was the result of lengthy negotiations in the 
Specialized Committee which drafted the Agreement Establishing the Bank in 
1959 and that the purpose of those negotiations was to ensure adequate 
representation in the Board of Executive Directors for countries with 
limited voting power. The Board of Executive Directors therefore recocnends 
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TABLE I 
L^^TIN ;^I4E?'ICAI? CGUITTRIES. VOTUK POWER 



Argentina 

Bolivia 

Brazil 

Chile 

Colcobia 

Costa Rica 

Dcminican Pcr."ubli.c 

Ecuador 

El Salvador 

Guatemala 

Haiti 

Hcnduras 

Mexico 

Nicaragua 

Panama 

Paraguay 

Peru 

Uruguay 

Veneeuela 

TOTAL: 



No. of vol-s t 
10,UUn 21.38 



S63 
10,Ul+9 

2,967 
2,965 
5^9 
637 
637 
5h9 
687 

5^9 
5I+0 

6,765 

5U9 

5U9 

5U9 

1,517 

l,2Ul 

5,661 



1.97 
21.38 
6.07 
6.07 
1.12 
l.Ul 
l.Ul 
1.12 
l.Ul 
1.12 
1.12 
I3.8U 
1.12 
1.12 
1.12 
3.10 
2.5U 
11,58 



AFTER 
RESOLUTION AG-1/6U 



Alh tash 
PROPOSED INCREASE 



N9. 9f yoi^e? 

22,583 
1,937 

22,583 
6,299 
6,29U 
1,036 
1,337 
1,337 
1,036 
1,337 
1,036 
1,036 

1^,565 
1,036 
1,036 
3., 036 
3,1^3 
2,5^2 

12,162 



21.65 3i»,717 
2,911 
3^,717 
9,631 



1.67 
21.85 
6.09 
6.09 
1.00 
1.30 
1.30 
1.00 

1.30 

1.00 
1.00 

1U.09 

1.00 
1.00 
1.00 

3.0U 

2.1I6 

11.76 



9,623 
1,523 
1,987 

1>987 

1,523 
1,987 
1,523 
1,523 
22,365 

1,523 

1,523 
1,523 

U,769 

3,81*3 

1S,663 



JL 
22.00 
1.85 
22.00 
6.10 
6.10 
0.96 
1.26 
1.26 

0.96 
1.26 
0.96 
0.96 
1U.17 
0.96 
0.96 
0.96 

3.02 

2.kk 

1L.82 



U8,88l 100.00 103,371 100.00 157,861 



100.00 
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that the present procedure be maintained and that, in order to resolve the 
diff ic\aties which arise from the fact that one of the candidates elected 
under paragraph (c) is obliged to obtain the support of six or seven coun- 
tries ^ a reduction be made in the wl^*^^t^wlm percentage of votes required to 
elect the last director in the event that all but one of the candidates 
obtain the percentage of votes required in paragraph (c). This would be 
accomplished by amending the paragraph to read as follows: 

"(c) In the first place, as many ballots as are necessary shall 
be taken until each of four candidates receives a number of 
votes that represents a percentage not less thsm the sum of 
the percentages appertedJiing to the country with the great- 
est voting power and to the country with the least voting 
power. However, in the event that all but one of the candi- 
dates receive the required nuznber of votes on one of the 
ballots, the last candidate shall be considered also elected 
if be receives a number of votes that represents a percentage 
not less than the sum of the percentages appertaining to the 
country with the greatest voting power which had not cast its 
-votes in favor of one of the other candidates and to two 
countries with the least voting power. For the purposes of 
this paragraph, the total voting power of the countries 
entitled to participate in the voting provided for under this 
cumex shall be counted as 100 per cent.** 
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This formula would resolve the difficulties in electing the candidates 
provided for in paiagraph (c), regardless of the country groupings, and would 
also make it possible for nine countries with limited voting power to Join 
in electing two candidates under paragraph (d), which would meet their de- 
sire for unified representation, on a rotating basis, in the Bank. 

^.02 The Agreement Establishing the Bank provides that it may "be 
amended by a decision of the Beard of Governors by a two-thirds majority of 
the total number of Governors representing not less than three fourths ot 
the toteJ. voting power of the member countries. 

^.03 Accordingly, the Board of Executive Directors sxibmits to the 
Board of Governors the proposed resolution appended to this report, which 
is intended to amend paragraph (c) of Annex C of the Agreement Establishing 
the Bank in the form described in Section ^.01 hereof. 

^.0^ It is recommended that the Board of Governors consider this pro- 
posed resolution during the Eighth Annual Meeting and, if it deems it ad- 
visable, propose to the member countries that they take the measures required 
to bring it into force. 

^.03 The above-mentioned resolution is presented for vote by the i)ro- 
cedure for voting without a meeting established by Section 5 of the By-Lews 
of the Bank. For these purposes, the Governors shall submit their votes by 
any means of written communication, and the votes, to be veuLid, must be re- 
ceived at the scat of tho Bank on or before December 31* 196?. 
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a ANNEXE " *' 

PROPOSED BESOLUTION 



MODIFICATION OP PROVISIONS FOR ELECTION OP 
EXECUTIVE DIRECTORS 



WHEREAS, at the Seventh Annual Meeting of the Board of Governors it 
was resolved that the Board of Executive Directors examine the desirahility 
of modifying the provisions for the election of Executive Directors set 
forth in the Agreement Establishing the Bank; 

WHEREAS, the Board of Executive Directors of the Bank, having con- 
sidered said question, has concluded that action to modify such provisions 
for the election of Executive Directors would he desirable; and 

WHEREAS, the Board of Executive Directors has submitted an appropiate 
proposal therefor to the Board of Governors, 

The Board of Governors 

EESOLVES THAT: 

Paragraph (c) of Annex C to the Agreement Estahlishing the Inter- 
American Development Bank is hereby amended to provide as follows: 

"In the first place, as many ballots as are necessary shall be taken 
until e&u:h of four ccuididates receives a number of votes that rep- 
resents a percentage not less than the sum of the percentages ap- 
pertaining to the country with the greatest voting power and to the 
country with the least voting power. However, in the event that three 
of the candidates receive the required number of votes on one of the 
ballots, the fourth candidate shall be considered also elected if he 
receives a nmnber of votes that represents a percentage not less than 
the sum of the percentages appertaining to the country with the great- 
est voting power which had not cast its votes in favor of one of the 
three candidates mentioned and to two coimtries with the least voting 
power. For the purposes of this paragraph, the toteJ. voting power of 
the countries entitled to participate in the voting provided for under 
this annex shall be counted as 100 per cent." 
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Annox F 



RESOLUTION AG-6/67 

HARMONIZATION OF THE OPERATING POLICY OF THE BANK WITH THE 
"DECIARATION OF THE PRESIDENTS OF AMERICA" 



WHEREAS: 

The "Declaration of the lY'esidents of America" signed on April Ih, 
1967^ at Punta del Este contains principles, objectives and goals for 
economic integration and industrial development, for multinational action 
for Infrastructure projects, for improvement of international trade con- 
ditions, for modernization of rural life and increase of agricultural 
productivity, and for educational, technological and scientific develop- 
ment and interns if icat ion of health programs, all for the benefit of the 
peoples of Latin America; and 

The Inter-American Development Bank, as the regional agency for the 
financing of Latin American development, is responsible for inpleaentlng, 
vlthln the sphere of its competence, the measures agreed upon by the 
Chiefs of State, 

The Board of Governors 

RESOLVES: 

1. That the Inter-Americ&n Development Bank shall harmonise Its 
operating policy vith the principles, objectives and goals set forth 
in the "Declaration of the Presidents of America", 

2. That the Board of Executive Directors is charged to undertake 
vithout delay a study of the Declaration vith a viev to adopting all 
such measures, vlthln the sphere of its responsibilities, as may be 
required to implement the purposes stated and the determinations agreed 
upon by the Chiefs of State at their meeting in Punta del Este, particu- 
larly those designed to bring about the harmonious and balanced develop- 
ment of the countries of Latin America. 



(Approved at the Third Plenary Session, 
April 26, 1967) 
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INTER-AMERICAN DEVELOPMENT BANK 
WASHINGTON. O. C. 20577 



PRCSIOCNT 



March 27, 1967 

Mr. Chairman: 

Pursuant to Section 2 of the By-Laws of the Bank, the Board of Executive Directors has authorized 
me to submit the Annual Report of the Bank for 1S>66 to the Board of Governors. 

The first f>art contains a report on the operations and the audited financial statements of the or- 
dinary capital resources, which are published pursuant to the provisions of Article VIII, Section 6(a), 
of the Agreement Establishing the Bank. 

The second part presents a separate report and the financial statements of the Fund for Special 
Operations in accordance with the provisions of Article IV, Section 8(d), of the Agreement. 

The third part contains a separate summary and the financial statements of the Social Progress 
Trust Fund, which the Bank, as Administrator, presents pursuant to Section 3.04 of the Agreement 
signed between the United States Government and the Bank, as well as infornution on the progress on 
the projects for which disbursements were made. 

I should like to point out that the Bank has separately published "Socio-Economic Progress in 
Latin America," the Sixth Annual Report of the Social Progress Trust Fund, 1966. That publication 
contains a presentation of the institutional reforms and social progress achieved by the borrowing 
countries. 

The fourth part summarizes the activities carried out by the Bank with other funds which it has 
mobilized for Latin America's economic and social development from non-member countries. 

The report is prefaced by a section devoted to general aspects of the Bank's activities which serves 
to relate the four parts. 

Sincerely yours. 



Felipe Herrcra 



Chairman, Board of Governors 
Inter-American Development Bank 
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ti|tiiti retrJftfd ncv fvcurdi' in 1466, Thf 
Icfviiiti^ ¥(^luni« Will higher I$iid 
ikit of inf rjf lu live pftviotif yej;ri of 
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liMfli ukI eunrngi dlio i«i new h»jy;li mAf\a 
Thf Biinit lurhorrv&f 'CtK Ut^fa tofiil^ 
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h<se liijuif isFCfc e^tiPTKled ^r«n iN? re- 

H*lrtT^ vhitlj ihf Binlt h*ti iJinm^flennl 
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reunbu rtithic *i>it ^ nnf>-r. ■ 

Phfcgre'j* Trui<l Fund tnA ill 
ft^uro^s frhfrh the Bank 
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• y id pa LCAf ^1-^cir t^Q iTtlttun haifiti 
wuc w the Liflitud Sytei Thij brouijtht 
ihe B4i4lc> itiinutiirive torr'imiTi'jt;! in (he 
wvrli!* tiif^rtif m^rdeti in ***Vl^l,:'>M t^i 

the tfnrrpd SUitCt jn4 tirn,Si*,79i in 
iiihet ni.i.rketi. 

fft i9«f. ihe h^hI ■ ^- r.-i uitii- 

iiMM^I tnNBiri^s hi ■ ll^,t^l^J1^ 

• A 10 miltnon L*ii.*jjiwi. ilullir w- 
I rcAV [etjiJHJkli^jtt lu AV,2^i)i^\!M' IH the 
rrnK^Lino ihc Lijriik ri iuJiriiliiiiilcrinx f*"^ 

> <1,l t2,^Nt |ii»unil% JiJrcfnM^-^ (etjiKVA 

tent m fi\^'.if^,»4(i) i^huJi thtr t^jnJk igntii 
iLi .iittmint^rr ^Hf -riv Uniroit Kjiiij,Ji~tiTh for 
cci>n{»mir: ;i»ii4tjmr {?n)j(i(.tft ui Lorn Amct- 

* A f > TiiiHioin Am J iIm: flitiib ^grenl 

SuceUcti ("it €■ ■ ' ' '■•^■'1•KM1^ |riru|ictii 

Yd tMin Ani. . V 

Diinnjt I- ' flfcsfi HTld' fiir- 

r.irdrniiry ctjr^iiil inOuico kwifis. TlHr* 

liriiiught cunuibttve ji4ri(iriip<iit^cij in the 

k'-iiiii ntrrndnl iViim itir citJuiitMry LKpii^il 

ftvUMictt And the funA for Speii^ Opct,-\- 

TTTritLt Till rtfwmroti whkh the Bint 
^' pcctivicd in i9*<> Arc pnjviJinjj For 

iiie BiHifi rurrtiji nt*di,. ihur ISkmk wh(J re^ 
quLft iLibtintJAt AcUitrunitt fcsonKn in th? 
iiej.f fiituie (u mauir4rri cr CJ,p*F»J rln vpI- 
unut of ttpcEstkurn. To meet tliu (t«>.1 the 
BtriiriJ <jf Gti^-iiFnuEj 4iTHiiii:t«1 EuiJrtn ^r hi^ 
Sciwrrlht Ajinujl Mwiing in Mciiito Ctty 

lA ifififi [O repltriiulj Lhtr BuiIl'» rUiJUIOcS. 
The Oai^rrtmri Aiitxpteif a rcmAuiUm 
Ljlllifi^ wj tilt Bt.ijiri,!!' Ml tMscMiwc Dirfitinrs 
la Miid^ the piwthilily uf cnUrgin^ thr 
miAif^ci [ii tiyn B^nlk t>/ mm,n5 of 4n in- 
tJtsiic »n the .tkilihaEiicd capitiiJ antl an in 
treaie m the rctoutcct of ihc rmml for Spe- 

T1jt '^ime nckt.iluomti ntkvi tiit Boirct 
fjj EjiciiLUHc D,ir«:tn|T« to *nuJy itc* m<»rti 
to imrcuc mutt^lriterdi] e(i^ff*r«n(r /aamtrntc 
Ed La,tm Amcfici dn4 lo iiibmia i rcpod 
(o ilie Bi>«r4J uf Gmemort j» won at jtrjtc 
t\cihk Thr Bojrtl of Pircctons ww iiiif* 
jikeij ro r!(,i,KiH4rtr 'jIk: Jryirihilify »ir mnJi- 
fjfing ilic! pmvi»K»nt /»f the etecm'dD ©f En. 



ctulivt Oirpctoiii ♦«* iynih wi ii>r *iyntn^^\ 
EiJtMaikmg the 8iik-'' At far md liiete 

Ktuiim iijid J3<i«i titrxvl out liy ih? Bnu4 
i>f EjiieiLUtii^e Direct oca. and v^^ce m t« |>i^ 
Krntcd (vpfiortuiM:!!^ to the tiiein(«fi. 

AtUHCLiLrMir w«5 gr^cQ spctliAl eni^itiii 
^^i« m the l^mkn IW«<1 lendmj; » i 
iTwmcTJ of ilrengthernnj^ '"--■ — ^' " -"n 
tTfNct^oni «r* Lwin Am... 
tfinj.'vntnii. A (iiKl*! of tn ■ Iw 

liAok'i I9»6fi lending toJiunc vm ikvooJi 

At the ume lime the- !'■■ '- - ' 

H\ uppHCi; fur nfht^r dc-. 
(ndLtwry ind iriinmg !«■ . 

of the Qdiik IcEiiling; c^cvio^ j>i^t; i->. 
5lK),000; trAnnportitJof}, $ J 7 , lOo.f tCJfli , watCf 

*ii.fij'kt»' ini^ --■ — ' •■■- '■ . .Nv- v^-. 

houitn^ ! 

f Idiot irt^. 11 J>7ti6.0tht^, 

Wrtl-vrn ^hrn? KClw*. ttic «iLp|Mitt -Ui^oi 

l<^ rh<L' Il4ii.k m t46j^ irii cnJiif aNtirn. expcitf 
Jifumtnja wiJ prcimci*mtiu nis pitrfBU- 
Unly tiiilthle, btmjH; HI cajJi i.rte irum' thjn 
Jfcuiblf the iiruwut i^ommtttcd in *ai, pwti- 

On A cimnnUovt h^- ' "". ^' n 

tiic B^nk'i ki'Jiug ttiAu v ' ii 

iiKhllrtiri of rhc Q^nlv't l< ^ l;i 

L|]j]m(t;H' (Uraiiy into (^irKuiltiiv tiiiwidpfft 
j^rii|iferu t0€ fiitQ (ledit, ^jtantzatJiNi .u4 
^tlmnent, liTitrjtion, ).■ ' '■■t' 

ni«it. crup iliv»f*ifi<. 1*0^1" •■ 

iit?n.. In .iditilirin. rt ijreiiJ . ■ " .ix- 

JiniLDcCfC pridjQclJi rn I'IkIi ticict'i m trinip^ir- 
i^lirm^ p(«'»t: *Jttr «ufnf.lv. hiuitne nJa 
I J nun .ir.J • ' 

hcnd'H 1^1 
||ig*ir ^Jc v.- 

cin;; of ihr kfLmk whif.h hinp* ihc Uim 
Amc^itiin A4;riniilttir<c strtof oxvild tl« tti 
iiJ'in'rt |7t(J inilNon. 

Ntxl til ^^rhidlttrc in tin: JivLnlxrtn'n 
of (he bint's l>ji»i!i* I) the iiicimlttAi dii^l 
m»nM>|<; nectar whii.^ ha nttiv^i iK^l.ft 

Item, rtiin^l' 

jjiitHillii;, Ji; ■ ■ . . 

rniNiiNt, gircinv'oittK'in, i^iJ f m\iUim, cwi 
r^lfon hnuuiing,^ i^ » (ntlliim 

1| Arm vnin.tiiiiA vfM m^tt dimng rht 
-* ft•i^^ in irmnlAhnis. the bjink't Unditif 
ititri canatit dnfrlnpment Ath/ur^nnetii* 
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•.ti rh( j^^^ilaI dL4:iii«i|i|!iiluiimii. 

» Tlw bringing inlcT pwnliwtian ttr »nn 

Utid, Aa of Der 41. i906, some t,l<',^,*jlo 
h»«i 4lir<idy hes^n ixnv^hi inio production. 

■ Lji(iii3. AiricriLM hcnrfjliJed jTjt^h 
ii^it* irJefir finofii Bink Ici+fti nt- 
tCfldBt m dcvclDinnilvil instil ytfotu, 

« The cofvitfwtKm, e«pn4MJm or <in- 

I .1^ 4H in)daslrii4 flanrti, v( tt'hklhi 

Ic^idy bttn fmiislwiL Jo addition, 

. '■ crrclUs hflv« hett^ exttnijnj ro 

priM^ fn^ lotinf cmdc bjr lh& BdJ^k 
to dev<el£^ifmciiU miiiur'toiM 

■ The «»p4ri^ion of ■eletti h: gcncai'mg 
4JpiiCitY bjf 2,7iD,mifl kitowUTl. the M«al- 
UniiD af ''hSR^ miln 4jf tmunurticm lina, 

dii*iitiui^Hjn s>?*eni» in 1 ?{> cxmirnufiititi^ 
•riib I populrftjon pf J miJ|«5n, As t^ t>OL 

4HH1 Itiirs hjJ' h«n rmtiJkd iitd di»tri]?u- 
tnm iictwojfe in *n civnmunkJo wiih 1 
[nuftuljium of ] Fnilliiir had b«l] cDrnplcted. 

• The ton«tfmrKjn n* iinipTiuivcnaicijt of 
^saui l,M^ m«lw oC It* mAin h^^wayi jfit! 
*»7<S Siiki flf Ii4 Kreii imi fami-tu-indr- 
Iri msuls Aioi lice >i, 1^66, 1l,CN<> tftiNr^i 
hid been fuTiplered. \n uldirinn Bmt 
liunt wctc bclrMfl|f tr> mipmve iix imlof 
Litin AmKU4n ]tl*ti. FitiiU|;uJ m Bri^l, 

Bucniivmturji in Galnmhis. iit4 Aiifurlj m 
El S(Ay*^» 

» The uanfttTurLUjn , ocpj^Ks^nM or im- 
provcfiKiit oi 2, HO watct luppjy fyifem^ 
4ni 71) i^-wi^ tyiTtani wlturh *i||i berwfiJ" 
i prftjiljituvtt of JS J 0(1, 000 pcFinni Ai of 
Dec. 3t, iwfA Hjfiic BO"? wucj lyHcm; 
tmJ 72 KWAj^r »ptnii3 hjid (wen lidHJiheJ 
4nJi Mih4ir,»rftijt wotk liad 1<eji iWn? rtri 
JWHhcr 3/»7 ynuct tnA ti4 srwjuc s^-stems. 

• The tomtrtKiinn *rf' ihi-»ut i97,20iJ' 
tia^uiing ujitts fur lt/*Mtii.ki!t* futiilio whkh 
wdi bentfit soiric I A ii]d)K>ci peTKHis. A* 
ot Der )1, L**6&. sonte i4^;.68St iinui l^n 
/inulwj itwl J^.^^H *tr« tinder tcniwrnc- 
tkKV Some Vs^Tl werf bititf in H^fii-i 

• TSe iit»0drrini**tiO«i tn exp^jiun af 
"^ i uentef 1 nf hijjilter eduut^iun t-ad idvjirtcctd 
Lfj(wri|{ The pfij|6*U include rhe DOmmic 




tkwi III build »n^ aH 29 ccnlfJ^^ line 4C(jU4Si- 
tioti of AfutpiiieiiE ht 70, (jb/^rj. kmpttnY- 
iTicnri 41 2^. dfuJ iccbntrji 3:«<HMuirr for 33 
i«il:«v The toUliJ enfoliifncnt 0I ihe ctnlelv 
v^'h^h ife lientefi«Einj( rrnn:! ihc: B4.nk'v loiat 
i» rtiirafd to k ^'M.OW tty 1970. 

ft pnifctti h*d been tompkfed; ;G p*^ unt 
fjf th« romtnuLtMifi fujjd^ had beta mvi^^d 
Ht timkhtr \fi ccnlcrii *faciut 11 per cenj 
ol (V iEC|uipm£fir had b*cn irutk jirjpLibJo 
to 3W rEntcirs 1^ fCT fcnr of the icthnk^l 
muitiifM.c hjd ht^n rjtcnded ^l: i4 <er>tcti 
^ iho«t l> pcf tc;it ai ihf imdi. im 
libfiry iiiLileirEd] lud ttcn invn^cd 

• Tn tNr ptcinvc^E tiitnt field, Ihe 
B^iik's loans iire {rmlrilrulin^ to (he e^sb 
lishmeiu o[ It (iiticinjil ^rid 1 rt^ianiJ fNrt 
•p(*ftLi?»enl fundi dek'Kgncd to pmsuje il CCTl- 
(itiuing t'hjw c)l prep,ii-ed deV'clopmcfit pr*> 
^ct:!! MiFUbtc ror I'irijjicinif,. la ^dillticiilt 
ko^lic 27 otltef Jalils iit lbc»nj( 4«-otfid! in 
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'^ .piirr jitr Lidn AiiKMtjt'i ciiiiRin»(« inic- 

Olire of tht ifH^il <Mij«>Ft4Ti4: aicii^i'irri uW»» 
ify \ht (^ftmli in Htisi criflnciLtkoni w^t iK^ c& 
taMiihiiKriTl of tJitr Pr«jote«tmcii>i Tuni ^or 
Isiin Airwnuii InttiJir^iion. The Baurd o( 
G«n¥enKiri hi^t given ihc Bank a TlMMiUle 
i>-i c>l(thliih clir Puml m i rtmiuMtNi jutupicti 
At the ife^'enth Amviul hfectJttg <fi Menko 

Use t^Ufld I* l«ipi^ Joiitttil (0 iHc j^tt* 
p«nrtKin ^i t'ntfilxliity tiUtlie^ rjf imtllioii 

ArrwrKt) ct'onoFnic iotcgtittifin. II vau •b- 
iiWifchcii Jul J it, VXA ^-ffh m^twl re 
<aiipr« of m trii>IJiii!»rii irojn itw BAnk'* 
Puitd faf Sfiecijl OfefidiiiH Siih»equeM(l), 

rhc L/otftrJ ''^Ute* dii^ernmrnt on Sept ', 
lyfrff, .iHrcHil M t)* 4j^iji<:Fimtnl *if an vlji 
tionAl S[> miiMiifi Jci ihc new Fund frum 
the Social PiM|tr«* TnM FunJ 

Tlir BOirik wtll use tlli; nRTHiries i*f iKr 
FiiniJ to Nturttc irfEtnirtiiirneril ituilic^k of 
mu,[un»Umu\ mlrnrnKturt pM|ircu ahA oI 
the iflt*gfj)icd dcvdopniEnl nf gerj-wnfttimit 
jeoflts cmhfjcjn^ mu nr irwire countfiei, in- 
dueling rrmhiniiJimi-f rtver iht^int jinl frtw* 
l^cf ^ru4s, Till- Fun*^ «lll ^]'M> Ixr m^cil ;i* 
ItnajiLc fiudic^ ifor ihv c*lahliiihrti>£ri( uj' 
httK. induiirm nf j r*j{i(m,il «..vlc wA the 

Ut tiriy jmt aMUJxh, rr,im»n^, iiciHirific 4nJ 

itthiwihi^itjj .iLii-n ititt. 

Ai ytAt snrj tlic Bink h4iJ wilder ani 
«ji:tcr>uii^n tike PmuTft fmt isnuct priigrftm 
iTbc |-m'iji!t4m nil I b*' |irc*e«t«J for nmsiiil- 



tdl»iiir iml' rH..*luAliUin f<> TIAI* iti ['itrtfuj*- 

1 14 1(1 **-i>. t^,..,-^n|j»ux» **^ t.AITA JUld 

4l^ S' III. nil Amei^to fufxi^ 

tdw: I: : ^ AV 

Hitik twndiirts! frLiiri rettini' 

►.Hrtcd in i vtMJj- iKP" "Mull I.. 

'Firnl HrojprAmk ;iniJ L4tin Arneriirjiik Uifl 

gr*»nn/' nthWh haJ bter f^s^•■fA m 

tliT' Bdtik h) die (."ortiulrin^f 1 

nucrl 4111J Hiai>urLet Qir]-- 

Yutk Tilt mucfy. whjch ft a u 

the B*nk in Scpfcmhef l'^K^f^, c«»nimifnJttl 
{■int prfi^iveilmrni ifvditi hr *jm<xt (loe tin 

IMI field. 

Orlicr hj^h^ht^ uJ" I'^it Itwtk >^ urmly 
iti- (he field of ctimwnih. mtejiif,itwn m li?Wi 
inL^udedi 

• T^ hki-ljeM fcr.iHy \ . ■ 
ctlenilcd -(H ditt hv ►he Hj'- 
flt«n) tn. t'trnmc «%pani 1.; ,.r ,... ...-:_ 

fnim untt Liiiln AnkejuiUi mcrnK:^ ii'birllf;^ 
tit Anmhst. Tht »ufhi>rii*jtion* whu^ 
.imuuuteJ In SI >,7Mlt,4NHl, tk-^r,- mnJr >uh\ • 
4 prc^rjm inii;),Lteit H' thi; l^utk ni r.'<'H ru 
iEjifnnLatc ^he tlcvdnpnicnt fi* tht 1 'p" •! 
giXMii irkklM^it^ tn Litrn AtiHVhJ ji*nl J^'iu 
the jitj * ftiiniipnir rnlc>;r:ilHm ♦hri'ii;;'! 11 
inrnt^Jlse im miTj rq^ioiul Uidc The <t.ir'< 
,tM)h»iri<tdli>in^ miludrd SI<].^Ki:].i.«M) 1.. 
tiMUix iht «tpcir! of th«* lUiii^u^j Uu^h 
itnpf (fi Mtdrn, 1 JJt mdltim imnayc <« i 
[int d i red It dxicndcvi ui Mcxkn j«> (MA-I 
ijid 11 $t nidlN>ii jmcti tint iMf Nh JfA^ii* A* 
v\ D«t 3L l9iM5.. smh L-re.lit« h,td J■^rtn 
(r» f2fl^5K>i,*'^4 *nd JiiJ M)f cement* 
SB.6fli.MS, 
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• The iippriiviJi i Jf two nrw I' tuu ^m 

^taUoii Otit fof |n mnElliVl fnojn The J'uini 
tut Spfcul tJperarmns rkU help ivM the 

wji> mit^h ttteaiiv tvsm Vilf^jiirjuo Qiilc, 

,. v<,„j ,. ,^x:^ei,(,ni The p^hct, i lonn 
. 4t*ci from the Ftinil W SpK- 
■■■1, *ilJ Pinthjc <(w CtnHfli 

Aoiuriijj^ litnk (at Ectmamti. Tittf^ltioc 'Tti 

pni^edi:! of rtg^OuMl C&itT^ AfflefM.jn iiiitt- 
nt I El thf filJd'J of ludustl^i. ^jflfultuTe Jitd 
mJ^ixstructuiz iM hdth prrvilr uid puhtli. 
SCv.-ti3ft- On 4 dUnillaJne bJ^it. li ni tin. 
^t, lV6f\ the fiMi: M miliaranl 1n«ni» 
tecitiiij^ wiat f tOO million Ivhtch taai^mit 
Ihr Litiii AiticriLJjii tnl'^grabtoa pfcccM 

# The Irutituie for Liuei Apn*riaiii 
rnlcgnrKiiit J^ >"Ul M thJ^ Bank cstiblii^ed 

no<jl;re pnJjcFcn in »!$ pni^rui» uf fmnm^ 
pcTiottincl, onyinij gut resca-rth »nnJ i;prc»d 
hiy^ kntiiwJ'cii^ iifcauur thu rnvtgrjljim pm- 
cc*s. A suiffjtul^ 0^ ill 1966 acrmlw t« 

*Tp Mt tviillNtHca ol the B*nlc m l*»66 ifl- 
' cftuod BubalJtitiMdy ovtr pncvimt^ ycin 
Thp Oft inrFinlt (if ihe ordUnnry cnpiloJ rr- 
k:>ij£ix> jjtKmiirfiJ to $6j^*i,^4i, cDiii|vitd 
{!• |\,ac]l!!l,7|l 4.n 196^ (pib^ 2}> rir>ij «ba4 




t^,6L<t,(i44(\ piL>r to deducting tedniJCit] u- 
ii»UrKC r>p«ii*o, Dpin]|!ai«d with IZ,976, 
«^^ in lOf.^ (|i*(s^ -"f) In iddition. 
Mtc 5ixL«l Pra^»re<ii Trust Fund r^giitcrcd 
MJ^<«UdnriAl net imrofne ilttwe lAmmatnirrt 
jtnd *rthtiKt\ AiiitfAnre eofU, The net »n- 
• i«T« of the SiJOAt Pro^tm* Toisl Fun^i 
ainutinted tii 15.7(4,11? in 1^66 before 
4Afkh.tiri|E diir]^ ffK tE^chniiiil AMtilAniLC 
Aiid (.urreticy ind uthEr jidfiu^enenti. itim- 
l^itJ to tl.MVTJSl m E9*^ fp^ 111) 

The bunki Mib«taiiiiil net incoen? liko 
i;reaHy 'Oirtaied the B^nk'it resitma Ai of 
I>i?t. ^L IWift, the £tMtvi!£ of the orditiify 
ijii|>it*|; iinoittLCi h*J risen to $Hf,4i^7,?ll, 
coiiipiirrd With tiOS^^.tiy tt the eM of 
tV1lS^ j/td Hurtc of the J^und fni Speciil 
Opet^Eknt to |^,783JI<1, mmpiifd W(th 
|.l,4tiw,03tlin 15>fi> 

HqMynKtiEs un Idjni, w«te ilsd hr 
fiidttr Ml l^bt'i lli^n io aay pfrviinu yc^, 
^mcHintrng to fnorr thm m ili thf prevtoiji 
^ivc j/Mi> i.ii>mbincd RqM^menti >id 19fi6 fm 
Ju4iii MAck fcoiii the didiqj.FY fapitti it^^ 
touxtu. The Funid (he Spcsciii OpCFiliorfti 
iod the Si>dil: Pi»j{re5 Trui£ Pucd 
A^imiJiKd 4g $5iajlifill^ htingmg t4l^ 
hrp4)rhriril» 41 t»f tht Cftd pf th4^ yeii to 



'T'' Hi> *.rvr*fTH AnoudJ MeeCin^ (if the 
* Bd^rd of Covcrnufs ww Md in Mtrwa 
Oly ApiJ IT'-IP, under rhr chiirmuMhip 



-^ _ i^mi 




w * 





78-772 0-67-19 



uigiiizea oy ^ 
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D,.. 

(1,4 : ■viif 

» l«qu^knj( the Ikttd ol Eicc^tive 
!«?.: . Uiin AtB^tian Intt;^ 

^lo^l M..I 

• AfHpnjii^ th« fintpttil ftitcmenu 
of the iVirtk wtth (ttf<iT (*> th* LiMJiimr 
xlftiUt TcvM»tX» 4nii| til lliE Fund f\n SpcciiT 

• SctectiJijj Wikhington. P.C„ u ihe 
lile Mf ifw r*i!lil|i AnrnuJ Mtrtmi; of the 
QtVifd ttt OmttaaT% fc* he hef4 \n Afri) 

The Bound! ai GovetncHtt tUo Pirft«d 
oUE ittc ihinl jit«nt»l d«ctM<H »if &«iruNvc 

Duett*}!** for ihif thnse-vwt ptnodl. July t, 

tvc.. ' - ■ 

d|tpo»nreEi by rhc tiniied ^A(r» Ihcnr 

ejected! bv ' 

by Coo (ti(3, thit Doirvinicitii Kcpubtic,^ 

JftU ,1154 lJf\ilH«4V 

'l<.rK:i^ linrjq"* PtraJLi M^Jet, f*l 
Giut£ni«t4, eiec:«di bf B M^nukit «ni 



tuii- re ■ u 

Jul ■ 

Sub<«{|ticnclt. oA Sept. 2S» WSt. 
tt' rut* I>4*is **i *f}»»*«insl rtW Unfits 
*tAtc» mrmber of the ^r4 lur « thw 

t1(i40r tlie t«Titu oi i mviiK^'i- 












♦1011 «rf (11 Imh piTijct** %Ji piUTiLiiJar ^ 
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I 



fww -.ii.f Sh^. ..IK 



M>M»t4t 



D 

I 



I 



|-jit«t^pA<eJ »n rh* rv^taAr^nn-vii tit <ountti 

d<x<-"'r — ' -■''-■- ■-' — '■ ■'' -11141111(11 

r,..,.i^ 






ttttd A iue€iii^ mi Mun^i i('mI h >H4fiiin|: iti< 



|i«A betel in ^'jihiniitdii, «ii> toairteoj iy 



. . . rAK, 



I-AU. t:M A ih.i 

111 the *i*tv»u« n\ iJit h' 



:■ , in uf rtr*d arwi 






i\v- b.infc. iJ 
men I ■*•'<*> ■ 

f<r«J,i'^ VLhifeh H^tl |ifV'VMte 4Jltlxn'ar> KA'icen 

Ttta- ©4ivk* vCKi|icr4(Ktn in the OAS. 
ff>tt f< f A TF>('J(tirr<"iiiiinrtiiii» •ihjd^ pw 

^>Utii<iFi4f tru *t*M\u% nimdhcf «tiiininci am- 

■ ' ' ■ ■ ■ ' "-fV In 1 Mc future. 

'Til tided rhfnuj^h 

liufi til r^r Tn 

>Miii(>|krY liar iUf** *ffJU.vei IVVt 

in fwrnidifip); idviiorv ttfvwct 

'!•'• ^'^" 

•■ i'M ptihln 

-1114^(4 RC' 

■ •• t^ \in 
£»^fith Mcciin^ <ai the IntcrAmcricAn Ctmi- 



ihnfi. »idi ihc L S A|5ciny fur tiuKrHA- 
tidtsip n(rifc|r»piiifcm» md the H S Nimthiiiitl 



tiM lidti rhu) J CLi>.ip>cTjEi>i: In:3nJ|^x]Tlc^^ 
tfccen thm lUrtk irirt I' An- m t^t*^r viru.- 






kF *^^- ll>l-.«T-AfT 



i4n li» 

''A>, . 



tUhtt. «.IM)« KtfK vdatt tuttmi tnio i . i*- 



« tdiHit rri-Mfifiif tnd (ritcnut<«ii]ij confer- 
•.•1 im Liiiii. Amcricj bctd 

Ajirtrai Mctzuiiju: ut the tknnl c/ GtHiiBnoin 

.ii fl** W»?rl^l B44Til in.\ the |fttem«lNkA*l 
M... ■ .-10*1. D.C , 

in i,jJt M«t- 

ir.i^ - ■■ Out A>i9(i 
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AiOi Ut^ i\, i'f ..I ...J- 

hhornred ,* rtct *rKal cvl _■ Umn 

inun i«* -MfilffMjrjf *jij,iii .' 1. sfietr 

ttana, tht fknk {^nminitKd resinirm »c\»a^ tp 

ihr It^iMl.iHi^ni paij in cit^ful wHiidi 

tlie H.tti4(;'» mtiivlicr toumtitrt fuvt conifih- 

of the hiDifi which ilie li^Hk Juit hnrrowcd 
ot itfat^^ It* (inrrri* iit fhr wutUt i*fHil 
nuriuu *h>th. ** a! Dec IJ, J9<iA, 

Tine leaJiii-u capinrtt> M the R»nk s 
Mf4jiinir>' ■c.jpiljf tTwiorcpi iw* Pes'* <mi il* 
irjIliJHc dptt^jgl «v Fitch roristjtuici» 411 cffctf, 

^ittk tn Ehi: t^'orEd's (,i|>i[,iJ marketib. In 
lF)«s rt|;iiird thr BAi^k ifl rf .liot-Ll. nljiieirajxi] 
Norf awing iulheifiiy in KiS^ wHwn tltr 
iiinnhM- Lt>iintj'>cs mnipJttcd JttJon 10 m- 
tfeue ihc .lutlHtriKrl tjij-nial ivf the D.ink 
fni(n ihe S«^f> milti«r4 wiili irhicli ihc 
B»nk lut^t-i" ojitr-ttioii* »o JJ Vl billitm 

Tlrui, lit 'M cAk! of lQHr*fi, th* to*al 

4m«-rtintc^ ro i47^ miirrcn^, of ihhichi 554^1, 
MltlOm had liettr puiJ In tmA ^ifl^/l^a.fKKt 
*Ai At'jiUliile for iLht>KTt|iikcin h)' tiTflntricsi 
•whuh Hiight ^vw tlw Udul in the fitlurr 
inti ifi oirrenl niemhcr* -tfwi the irttjij! lU' 
l-hofUrJ t^tiWf rupRdT imounlpj t^f lV,li.7"i 
imllJofl of whtVh *i,lff»,2^o,omi ha J hccn 
Mil»y:fibD^ hy ihe Ranfi mcmlier iirtJuiriti 
jnJ SJ]46,'^4'rf>,lHK) WJ|> ix-;liliiblt UiT kith- 
MTtPplrun by fuluff «« wcH asi prcM:n! mon- 
I'wn Thr nih'KTJpmia)! by the Bjitik* mnm 
hcT ti.Hni(»i» Uy I he nrJinATy' ciptLill ns 
iiQoKt^ AH oirtct. H, I9(Sf». are*h(rwn m rhc 



timn\Mtv( tifmi i 



1 J'; ' .-a.njt] I , >7 J4il,n J d 4 



tew tWUHk t.^>,nw ^flO,gi» 






M*tK< 

umctur 




i'huiw.qv 




trHM 








{4Mml T4*<J 


1 IMJlWl.tKIU 


«,»'i ■ 





ri:!iiiiip9ei.ai in i^c^^ has enihteJ ttr 1 

ri)win>ti 111 the ym-i' ' 
iiK* pftvnt itoiJ+n-.' 
iKiiPil, hfyfrs^xT, (!i 
flftnk *lll resjUirt tJil«|Tiv)<il i-vni 
.ikiriiortry tn the: form of an itvtute i 
iluLhtirrard! tapflJJ |o mvi ■ 
iciiitcc^ to ii:iiiiiit.i»n i\t «nl.., 
Iri' i-^ew rtf ihiv twwiJ, iii 
ftmm of tht HAnk .ipphifcti « rf^oku^ 
lb Se'i.en<h Anrn>j] Mwong la - 
Oty ii> April ]9W* «»lkMy: thej ' 
C'.nntiEii'v^ Ditcctort 'til I ^uily t|( 
liry nt cnUwigMh^TOgrj 



'12 
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OKjl; h*ft<"*iriji;' Ml, ihr f 'nifr-i ^Ijtft K» 


I 4n»i arn imrrtMf tn iJm »nniwfco di 


<?• % ITH. .„ A« 


k^iul fm St«Nl OiyrMiiiiui.. ' Ihr 


lU.iLrf^ . 


"»" ' '- ' .V h tiK 


TlrN. i ..•, i.- LWi] 


...iPeil III 


k. iiyc terrt ImmA i»»»«*^ >iil( 


r- . . ,.■ .,l.-tT 


>1I.H1 m ff'h ^rr.( tri 1H1I- 


|2fei£;^ 


l*ml, . ,.lH-rtV 




*h J» 




P ' - - .- - ■ -...UWMJ 


^^^P«r a^i^Nl III U.rr.rw ui»tUr. 


.1 n .d Ihr Fl4iil 1 Ulut 


^^MiM othtr mirfcr*- Iljbr ff»c 


-r <;<Mtnifici wiJ m ticwl 


^^■^■K> i>»f 


-''•■^i 


^^^H 1 


Ihr lliliici tiMir, lh« «cum<| (ibrcJ w 


■MR. 


' thit nurWt, «J^ '^->i-i ^i' itr. m, im^ fj 


m lUiii. . 


»H 'M» n >^< rrUMt (t|« 


Kr f«e f (T 'v . 
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194) t4ftaifte%i « 1m. 1 
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1 X|i4iM. Thrtff i-'. 


t^E 111 I'f*!. **>f i«iue *4ll 


j«iJ!iw> 
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tirtd bf Sepi, T5* t^fil The &*ftk jmy fc- 
dJeem d.1 i^r p»rf of thf beindi xt piu oit 
Sept. t % ii?7^^ (jir otv *ri> mbifquenr inteiMt 

On June 27. 1966. I he Bthk tff^iL(>e'ft 
to twfrow ^.i^ hUlicin fpcdy ton vert ihle ^"en 
(cquiviLfcnt to lid mJlliuf] } frcwn the Ex- 
pert^ Impact &mk of Jspwi for » tcnn of I "5 

m its{«est WK of * pet tent itnniuall}' <in 
smi^iuib actually cttAwa. The luAn la ti? be 
rqutd m 2i) e^ujil, teimnrinufil iristdltnerjts 
h^innmg hug. 20, t^?T. Hw Iknk tojy ef- 
fcrr iJniwings churgabk lo the loflti within 
4 j>crirhi^ of five yeara. 

On April n, ]9lj<S, I he BiinJc v^ld 3. 
j^linl jjtyc ft/ Ifi^ mtllioFi of its ihc>rr-icrmf 
honcli. Of that $2^ millicKi woC ? pcf 
•ocfli, one-jr»i hoft^i ctue April 11, 15^7; 
>29 mJliicin were i-J/Ji ]iief cent, li^ii^yeif 
honii due Apifil 15, t%8* and 111 mtl- 
h'on TiTic '^-1,^ per tsent. five-jiTeu hooiii 
iIm Apdl lis, 1^71, A lt»til of l^T miriitm 
nf the Pititic W4S 4o|fl m fWiujil fiBinJt* or 
Dtlbcf govtainientji fifu^tcul a^^ci^ in 1 ^ 
of ihe S^kV Lit in Amciiciiti ineinbef 
roantucs. Thtfe induded Ar^cntiQi, Biv 
livk, Brjzji CJiite. OifafnbiH,, Costa Ricin 
rhu DDlTtini*:?^ RepiibH^c. El 5^(^n^4c^^. Hon- 
ilurui, Weiicn, Nffiiaguj. Para^uajr, Peru, 
LfruguAj- jifid Vejieiucli. TIk fMiuinifiii Ifl 

m SpjJn ind tind. Thi$ ttiue wu the 
B«nk'i fJFit bond nie \n Litin AeiKiHfAn 

In lc(dkion to Hi boaavfingi, tlw 
Bulk dtuisg 1966 said pititirip^nni 
fUiMiiunh'n^ 10 $1,609.5(^9 in its^ cifdiinifY 
apJtxl loanj, Thii fuin iticluded paitia|jA- 
tionw of f^JS7,CW}0 in fotif of ejw Ioi.ns 
ippicrved in 1966, aim tet prt^ ate ceiWffVH* 
dsT bdJlfci of $2,02l,'iOf> fmm |Ju: poftfiTilin., 
ind a jjJe of MOO.OOO frisin the portfoNct 
to the ftiitintto EipMsl t/t Mt^HtJa £>- 



M^ i«ti HA il IMTJ- Mil « W^; H M 



p 



t^itHjirrd^ under the l<>6f AgnaOHH m 
whjjch that SpAftitii Gcpitjthmwh t^fttCf 
ift,fvt4 to pmfhase up to f-'^^ mtU^iof* ji« 
|«l4+fLjpiUM»ni m the B4llli'« n-FduMr-. jf-iij 
(oMirs. Tht l'^<if> p*rtuipj()im^ ' 
tuinuJiitLvc pd[itiripi.t]ii7inf m f-^- 
tij Id^ni to JiS,661,i-'-* A t- ■ 
piLE-t H.1 pAt ii^t ttk £7 itiOns H«r: 
6^ lomrtKrviAl hinks 4itd cithtrr ' 
uUUttlwu In the V^^ Cmia^A, Eamfe. in4 
A*m und t^ the LUM S|wiiil Fumt 

Dtiiifig I9«36 the Vi*nk c.i.frit>i t^t A*t, 
runions rcgardiag ihc prt^ititlilt of «dI'M^ 
(he bink- bdifid* m f>fhcT cjpkUl cturbm 
etpeti^itlv dK»e uf Betj^jun:! inJ Fnntci, iind 
iJiKi I'lMntteled idiUliciiTjl* Mn4.rrLiAt iz- 
wiurits row4rdi Liii4i AjntniA't ikTcfjf 
mcrtt piR'jvi*ic-l hr f-fttiin**, Swwien. the 
LitUtini Kin^dotr Jiiii Weft Ckfnuitf TIkr 
tjtti-r irii- drliile^l; nt Pjirt TV of ihii. KcpcKt 

LCHDMS 

DuNitg I1W»6. tht Lni£r Acnrru-Ar Otiik 

fxi-m it* 0T».iin4.Ti' etpitjili fcs(*ii:Dc*, TThe 

i|Ca.r i Jciiitbng bfuu^ht cmUi^l^lirt't mtUiTt'tt 

Udm It the tnd of l^sfrf^ n» 1*4" ift'^o^ 

M h^un net of cuiirliLilKiiit 4t\\i r^*tunuf 
jdluvtmenM 

DitbtifvinKTirt v*i 'Ofiitimty oifMul 
Ji-ufLi durjn^ tlw fCK laulrd t^T^'jlJO? 
ttrFOging totji di^buraf^BfiU 4A of Oer ^1 
|^>6. to J37 \-'f^2,*i^^ 

A LCratinul^g fedtui« ot the IknVi 
lendtnjH jwJmtt h*i Itewt the «rnphih»i Lk 
Bank ha* placed on mt^tntitiiLcr *+ Kipl d 
domestic piiiliLifuJirifi ta iW p'" 
fm^iutd ti pmactblf. Duilri^ 
fidfiki tmlindiry CAptiai loiini i" 
4S per cent of prP|[cas ieitif c; 
.; tm^l *ost fif lj(Si mMhon. "tU. 
f^J per itnl cwnc pnjn,4t'tly ftnii ihr Ikt 
roirers thefriseJ^i^. 

Five !Mln> tntaling | J0.2(Kl.0OCi. nm^ 
J. ihtrd fif the wwwnt cnmiT>tit«,t Froia ttie 
cirdicu/y apiUiI «*Dutte^ h> 1 cwte; weft J* 
voted to LitrB A-' 
dei,<lnpnieol; fn. 
tn;rtrfiftmt: »wii ^, ■ 

uatff Sftpfit tiff J ^*i*.itf# ni{*m{, «rnc i^^r 
IJO,UHJ,tW<.i- 10 ^Jj-flMf p'^H'f*^ ttvd thm 
jn^moif ng t& 1 1 5, 7 Sfi : ■•" 

triibutitij; fo Ijiin Anif r 
pr^vkhn^ tFuf'djuiii-tenn tinancif^ np o^ 
port tapit*! gfjcpds Cfcitti one Lithi Atactkui 
memhtf c^-unto' W ifioCbef, JUi 
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4 much im^n mtmher nf tMer 



■'II fnifn itin- Fij«d fo* 



i,f . Cm r» 

If muil jflj 

went to the 

- -■- Of^r- 



1.^ tlO raitlicM 



p" 


-t liic 


: IHI-JllIU-! Ut UJijsU 


,^.uH LltOAit 


firtti* m HjiffpT]* 


Iht MntttJil 


U^u^ ...-...,. 1 


^rtitef i^twAte 


Li. 


Mrt Amrrn:*. 


t 


iFr tnirJL,4 


t. 


tjim 


Ck,t 


»nL m 



kUu 



j! ■ 



Mt fcp«rf twit, |v«4 iM f»«inrf 

HfH >n lp4Pi4nn-» tfiii;* f* H^ill.f^Kl 

H ,.t[ lilf 

. ►if 

_ -I ,r 



71* Elcttrk tmwcf Lean, orw? for 
niilKcfn ir* <■ • i 









j«(«.' ' . ■*' ■ ,.„•, 

«f . 

Of.!, 

Br4,il KA „.,: 

ttfAtt 4 ij/i, J ' 

AM", ^rP4 hiJ: torp«t3^ Id i*J4f^. vBii ^| fnii- 
Ikiq tu the AjjwriT iVjrlvMdf i/r SicjntPMd (n 

htr^ ■ 

tr*] ■ 

nArtnn cixEliti tntcTKlnJ \n prlgr Jtan ireiT 

AThCI 1 1 ' ■ H * 

■Tttsi «i^» w^hKih prc- 
• *iJ. ! ijpiul ctMik«t« «o I'MZ 

dtii^ itir MnTCMffd rt.«»to t& ihe tt«ftJl nf li«- 
n fW jn^; I U4vit. m furit (tm rfnci i ir-t iht fWtk 

to '^ I |'iit>r iu 

lint 4/ae it* iw<<» uirrcnf jmi intrrtu tste 
f»r A per tmt |«t imumii In ilk onuncct 
l*ir iiKtfnJ' rait ^41l Knlr* (he 1 ]f*f tirrt' 
tMMWiiiMittin «"l'inrh 1* n\](H4ir<i Ut iftf 
n4ri<ll~% tpn 1^' " — - * ............ » . ,ff 

I j<i ccnr o 

ihj.r|te<(l on J ' f 

ihti*e lu hlUDInr i;*;|i.ir** »l ilA|*iuI |i».»iiii> 

MtlVH'C ' l1fIHW1-rt»H|iJ dK^i III 

MirOI »M- itii fhrrtNrJ'n III 

(tiitn furuk tiiiciGi»i-s1 mi I.u , 
ttii^htr cuQ nf IvtfroW'irtj; (iuhIi thtn. 
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*hifh *«ft «:fei'i.lr 
f0oi ftun 

nil ihc h*ii% of f\w jirn^tl iTv%pim\tMiif af 
ihe trwTi>im, tn rttUrr tiwr* vpeillli: f^inr- 

Uidnt (iiiii!hiiSrel *»y ijfwr Bunt (tum thr 

«i;ril«rl Sm Hip fii|]ii^Mi||£ «^i*nn, Mnilft 
rime cifquaticik : 

• Wfliior Si*f ply dful Srwjfie Syumw 



INDUSTRY AND MINING 
SftAZIi 

•«<F»*.r» IlilfCO &a H<3«l&tEti DO H4la 

- ./* Jtr Bt4Tii. 1 
Jr^ ' * ->\ NT l*^'^4t mi- 

»i«(f I , ^. -.srh (he Aid ol .J 

iHi' mtKn»n trian f'M>m thr l-untt /<if Special 
OpffdliOflt itrt "pifovtirtp rrHil ri> f<i*ftt pn- 
v,J^[^ hniJi<\<n4li ^irowrH iti- IWiiT»ri< Nortlj- 

\i\Mi In help finance indjuiuiji]- prnfrrt* iti 

of wh<fh Itw teMilt ttiMlitMry iiL«iiun<n) f,!? 

?7 per «fnr, mctjl; pri>1in-t* Jl p^t Lent, 
the LTinilru* t hr»n ind^'tliry ^1 pet tfur. tl^d 
ti+htt t«ici^>r» I * pet c«ni 

This Ifwn, IPjCirthpT iwi»h i^fie fnr J'^ 
miftitm frMm th* FiinJ for Sp*0jl OpcM 

iMJin-s ( f-.ii;*' fil 1, WlIT frM.«IMe ZTi fltt fmi 

n* ifii' rti^t of' 3 Hcv- phaw nf ihe ttcdit 
pnigr*m, whicti the P*ti^<a wttl LArry aut 
{.mdrr iHc nifcniwirtn '>f the f^ttptttHirnd 
itich dc X^ttr.'tri'ftmi'tti/f W^ NfrittHf 
(V'DftKE). Ihc JinvcrnmMilrfl ngoiCf in 
■rh;irKe of foitfriTtg the derelofKTimt t^i 
UtahW MnrUicair, Stunt 2? |«r rent nl th< 
proteotlt wi(J he )ino..dit«?J to »hc ctm»»n(i 



((on it)4mlfj*, IV prr 

nwlali. l^ per omt to clntrMS 
^ fief cent lo «hcn)w4) f#i4J*.M 
r<?t>r tn o^.htt ifK^imrtirt 

The p4rvi|;uiii « .tttn.rt*|| 
fnl* the irnlri ~ 

Northrtrt rcjui . 

pUn of ^rOENf rthkh 1% iMiif 
i*i*e pet ^iprfu aiKwuTS 

rral inA Si i't G" iverctn^fl** J 
iliisirj rt> thj- CFjirian. Mrtpc j 
^) profft.iii tvhit h ire yViM 

ih*' (stahtMluiiimiL of nw < 
tii4n it jKM«nn(e*i! hf iftr fW 

GUMEMAIA 

mCRI'nillAl AND PAiM CMtD^T 

%i.7 mllHoN iB.^i'C. H% low ,i 4« T ' 

TJtsntiKh Its H»v-Y««i . 

^cJnprifnr PUn f*Tr t9Ay^ 

imp*-* +n .-- 

It jn i< 

(^*r mui' 
irnt jii.r 

.fDL 11 
Icvrd ft 
finw ni ' 

In or-ln- 1i 
rt«i^ir JiVdjUble itt %Mtt 



Ihe 



i»r |i inillK 

in CI in ihe /i 
frM-lmt' lo pIw ; 

iit«ct In 



t\j ^ 
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tM ty(il for ♦9,2t<,04? m4 fhe cOki hi 
(1^4 fm itOmilbon. 

REGIONAL 

i^t.^«, AMI*. COiltfAfilA M l>rtt«»Wlt 
l|tAM#>HAk l-A 

4kilhoriiffd taiHUl 0* |4«> tniJhctfi, hv jtcul 
titMi* *«f Eiiro|»c^ the Uititsni Stjto, rjii*.jn 

piivAtt enter f*ri»e i«ctnr. 

ADLLf ^oriet* The ,lndtifm«ii of 

HKiUJ an^ l^^wts, At iJw tcid of iti f ir*t yeif 
Ml Jwne Iti', 1^^^ the company hj*l madf 
ttjujiy Kiv«fn«tiit uf f2<> miHiw in- 1 h^d 

Amfirtfan Biiik lus. mimrimd u dma i*- 
locution wilh ADELA liou its ertahLih 

*hfil1>>owcttsJ JuiiaUluiy, ADELA Com- 

MMti J new flrp by tN B^nk to co«pcr*ie 

iitMit ftud cnrcrpfcK ifii Ltfiff Anwria. The 

ptivjie induAtTnl pfofficts, smountnig if 
,01117 Mi niillbrt, which wiH be t*iri*il «jt 
iiifoti|!hpiit the L»E!Ei A merit wi incmte 
4.t5uQlnn of the B*nk dwrLng the touryCif 
iwfiod mJin* in 196^. I" ailditicjn tn 

^^;trfittvf will makt equffy bvcsmenlf frofli 



D^ 



rfs Qivn i*]tiiil if* tht pti**ie ptcjcrtj t> 
,*Ti<rd with Uw I'^iiL ADEIA *uu « 
irtH[nc«l fK »nrentk)ii of »tlli»i! «*' •'* 

l*rcnJl 4ni itfcfersWjr to Uiuj Anicriao 
|Kfvji<f invcilur* The lorn i» j;iiArintceil hf 
Ihc p.rtu!i o«tT5»ny, A0ELA im^im*rsi 



^ 



AGRiCULTUtE 



MEXICO 

j,,;,„*t WACWWAt Flli*liCIHA. »* 

Nt^rfhwnt Mt^ioo coven MOie t? p"^ 
Ltnt, tU,0^<> Ufxtn nJilOr tif Ihi: lUtMUl'* 
liKdt tc^rrtury Pttpperlr u<(Iia«!. m VAier 
rrv-urtcv •hich ufUMuikl »> i f**" '-'^ "' 
Mcxuro I IrtJf, tuttld irngite *bf»4H ft Z mJ 
i.Mn Jtre* of Und- Hfwcvct, due !« pcKt 
w»tCT -UstFikKion, iiMly *hfmt 4 nnllittn 
aum *rc ^.tirtonll^ under iro|i*li.i»ii «id » 
*ia)bk vi-kIuit* of w^i^r <* 'f^ 

To inipwxe the tutui^iieni, the Q««m- 
iTvctkt of Mciun in 1V^4 <niu*l«d (he N<»ni»- 
wnt Hydrjtilic PlArt. »hidi prpvidef for 
i)« t^itcniAtic hirnesiitviB «>f Hie *«*» <»f 
H riven th*t run w tn iilfrtf^t p^rilW f<'* 
(cm itrosi itK! 4.'i4tf*l r'^m "f '^^ ****** 
yl Sunora ^nd ftnalcM Tlw h|f4tJuW pn»h 
clH cifftulcl uid wrwlcti^uir *" ihe ttpt*% 
hnm pan of ti»e P"^^ **•►** Jetif««iti<^ » 
Imk ill » vMt intrifj>nn<rded sjitem •4' 
*j!er resmirtn thil will grjduilljf hrif to 
bring inri^ullKril devctupmcnt tu U^ce 
4jr3.>of ntrrmilj unntlctl Urvd 

A ^iibitafTtut vdtEEiic of intexfwJ wd 
external l«wn;i» h*vc 4lnf>ily heeti *k 
voted (u tj>e de^Tilcipment of tJte Nmthwest 
npm. The Bank h*i provided j |30 mil 
tnm U>4i^ for 1 llU milii-Q prtiprt'n l*r 
cwitml irtd hiTMS* thff Hunup Rktr la 
SinaJui. imi ihe Woild bank h*s lem lt^ 
iitill^ti U> rdiibrLtite the irriifjlioo dw 
intls of t]« Y-mui and Miya Rivcit i" 
Sdrtori *rut the Fucrtc *nd Calistio *i*e" 
in £miii:3«. 

This new Itmi wsH awH*? fcfctko t» I 
turgt 4 further link in tlie sTrtteto-«bef 
SjIjiho pmiBct which i» bdnp esKVied li^ii J 
Mevito n SetretAtiir of Hydraulic Re*«ircii;l 
wiTh die cooperaticMi of the dfttnsHfH J4J 
jf?/rj fj^fff^, i i^-ovcrnjTicnuJ ^gemy «»| 
charge fif dcrelrjfini; the Fuerte Rivtf" 
hjtijn. In gwvefil- the prtjjcct providei for 
I he jrriisaiiOTi <if vim^ 99.0Wi *£« of lind 
m El Orti*iJ Vality Thxcc yeifr iflwr 
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(itrrEtilty ^rtluri] 'I unlf 
RUilVr IS rxpccf^J tt> tm to jhftwf 
llf A feat 
tallf, rhi* iou}. *Uvt^ mth *u 



Uk villi tk M^^url Mi^^lKc. 



■■■ ' "«l! 

. wili pan-Mr lu 

• '"'■'■ ''""' ' '"- 'IT- 

1 hl 

iTAltllWii W ihr l.'inlPtl 
- AafibcTj Trtnl 



i*n rfanL»*fn, itt 



I Devtloptnent fUrt- Hit 



ii II brtnji i^txit-A (Hit jf 
imublt the B^mc jV.i- 

«H'fjim> liiniifpvcjTircitfi 
lEc *!■ iful I he miit-n nuf^f he 

ipe linkc Mii.iii,k;ij4 Wj iliji^hit 



k^A 






In dl' 

l>«iiiije tf t1»t liuri for >/iy/>r»*] 



PANAMA 






■:rH pm^tllT], 
' • • ■'■ lv.hii|i-4 I i^ii aiikkW wlii^'h t 

ii H (-«irt|; mprfr ♦« ilfrebp 

tirfjiliknij [.*> mMniu *;m 
[JljiJIvvJ tr, tfke rrtPcul PI-iiiiMTij; *^<|iMr» dir 

•"■ ■■■' '-- ' ' ■■'■• '^"-- • ' •' 'if* fin- 

■iri «i 



■ hjt hi^Jll! .iJPii Vijlti JUj.J'Jj Ml c.irJn Id 

tiiw rural iiiccHnic^ 4ml U\m^ 4l«n«,lArJ» Mi 
r^ArtApti*!, irniti-rfyMiltr The mctafl pfo^riJii 
iriJh Hr in fyprmlitufc of |j:1 aitllmn in 

Duriitjt l*Mtt {(if b.ink trucndttJ ihnt 
[turn iiiEjUn|£ |i imtlitflu im hetp f^Mme 

O1C ftvfitim TImi l(Tin riid jruMtici for t^ 
;riitl.i^j Ofw tite lUtU lor S[«cfi*I 0|j*t» 



tiif ii*< i'liftt 



lit pimiuittn ui llw 



I- 



r,-4,r 



|> ^ miyKKi 
iii4d'» H'lth * 



tlMl1 (tr L6 t^.nr ..,.,. 

mmaI ftnpli (H' I jfJfi miln 

The tcicil omt o| the crtdic pmjKr»<n 41 

fcr cctit wifl hi' hiuiKtuI tiv rhc B^nk «n<f 
42 ipcf reni ftklt Imr |iPi.i'h.<»W ti^ Iftr /ff"<-i 
S.hf'ttiif. Scniw 81 per trmt of lhc D-ir.^. > 

tMI441UM^ V,lll Fw lleVlHd.l Kk hetf jTI'ilx' 

tioi], 'I per Lcnt 10 ifHuk ind j per cent tri 
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I . < fi& csni will be 

u—- -. , .. . jrrcJ Jfi «fi>c c»n.ii- 

iitin cif I be progfjjn Jht toan ia gu« un- 
ified hy .thf RepuWic of Piuuun* 

PERU 



in 1^(1* If9n«i unit ITOQ.flM 



ACT) VII V ui Peru, hM gtowu mmt sAokIy 
thtn die ^wtoaijr t* * wFwk oM'tt tjic pd«i 
itecuk Ihi* u dmr, tn pcut, to i btk uf 
nnT«Nlc itnA ^wa^ foi ruhjuinXj «rhl to 
in unetorntmtc p«lCRfii of lititl diiUibutmri' 
LluJcf urti AgritriAn KefffTm Plan, th* Htfw 

thop ihqjtc^omin^ thrtwgh the develop 
menl nf l^jicLh and ihei]: lubdlviaimi irUij 

fBUU.tMMl rmn (he Fund lor Spc<;<iiJ Oper 
Htrijttn (|>J£t ?iM>), WiH help Co rinjrHTC ji 
pitijtd. tn Wn^jilbt am irti of IT.iHiO *cttM 
uf pyhlkly Dirnedl Uinl*, on wliiih lonw 
700 hrm fm\Aia ttt la be letfkd. »tid so 

iir«ll FiiiiQct 70 ptf ctnt oj: ih* toit oi nEt 



rrtim i^ ^m 



fnil>i%Ml«e' 1^1 





GlUnuL, *ili lUjTiTlertMrfil • 
voir* *" \ .■•:'- 

u«e i'i ■' 

fUiftnoi Jaih tirlll miJer puutlilc >!« imilvi* 
I Hill ^r vimiitltf the IjJd AnxUbk ««Rt 

ITw j>rQ|ri:t wiJt *ho gonttfbuw N> m- 

to tq>llur tuiport) til fioJf. «tid «4ll fMlt 

rfu^ely JiijlOl] ••res iil taaii pfEs^Clj 
<ul|]vi,tfd If] tllc >iE:iii(t)r, 

ELECTRIC POWER 



FIAHCI&H^O 

Th< f^i'mfvttha Hut' 

os4 Bivii «jj lo i4jp|?|f tlrtfTw p*"^ 
Kviiihia J r»ii<it« uJ ^54 similes i 

Out) of 6 J niilhcHi fet4D«ib c^^l* 
jitijfK nealJy ^> per icnt *»i tbe pviuci 
BiflnriNorthaat 

Tm 1>J62 ihr Bdink evtsnili^ « |t) ffk 
Lioti luan irici^ iti ntiitmty t4|]il»i 

Paulo Afoimi hydnteJcrtflr jt[*tit fnofn J 

c)U€ to ^n.OUU ksknmLtt, Thiit fm^ai 
\WN iu it\ ttiiai LomlTUiitrLiiE^ slait^ 

This nrw !l»h, io||«tj(W iriih 
lot 49 I mllHoa frora die fund tm 
OpetnUotii (pig^ 60<), wit! fuunce V 
jipf LtnL ut' ihr iDtt df a new ■e^psmsi.m 
pciofat deiijftK^d lo ft<K the frneticso^ 
. ipaLity iif the Paulij h:(m\^i yl^u ti? fl\ 
mu JrJIowatts. Mtjiw %ork» ka rWi isi|e 
includf CDnitnictKwi of • tfjircf pcwrrhniji' 
*irli f*t J litres fGHt foul !-■ !- 

livelier J ifirv two uf wbrtlb v . 
uijids the jnrpi&t, tlte 4iLM^x.L 
ftiiilet Qj nrw pftmtijr >ljietiNttjia<i Ui 
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lufund ^oQth icmunt fot ippfoximilcly 

imrcjfing mdi C3t|ii0rt!(, rhc Govern 
ivKxir Ltl M«x]U!0< W3L1 iMie of the fuit coun 

Ejjq: LitLD Amcrkm to oi^liih i ff» 
to fimnte fit|X)nrts af nnnufi£tDC«<J 
1, j.»J vis: out of the ftm t» ivul 
Pf mf Lhc Lipitil gotxJb eiptHt fuiaocinj 
[Twn whkii the BuLk i:»aMiihed in bte 
Wittun ubii piogram the Buik in 15!64 
{^nukii A Sj miJtion rf^roilving line of 

^riiJitrr experts cf Mrciciin LApiUl gi?odj to 
Wtet i-itjit AciKfa'iin tncmbcf cotinirjq of 

% die mi af i96i. 

I Tbu scowj mD^vtji^ line cii' ciedil 
^» *,idld to the fifit in 196* tiJ eitJ^le 
iftMiaiini Ftimttutr* Lo cuniEinuc to cc- 
^M the rx|i@ct ficursctfij^ pdugtijna. Up tt)' 
!^ . ^ 1 , 1166, i4 Mi ifiH*i f'ifMiU'irT^i 

'{111 iiJ' tbe (otnbtned tiitr i^f tcedJtt in re- 
[rruEKing apcritians. The ttpitil £Ciod» Bt> 
kined undtF tht pnngufu mdudad niA- 
ijbinct^ JW the riutujfBcturc oF metaJ 
Ihipcx MamlbA ^ed i^pog, difiillitkia 
Vw^t% hesit c^Lhort^n, pmiure Unlu, 
|3/«j^ ijjiki„ ami sled rubing mdA mitsl 

**ICARAGUA 

II ni^nkMt d\ irHRr or MnrEh If. t9W 
|krF«w>'. BANCO MAtlOHM DI HICAJUODA 

tupid prag^ in fCDODirii: inlepa- 
itin in Cental Afneritci d^jTci^ gcnU pooai 
Mlilies for ioaeuingi truk in capttal gpodi 
ii the am. Nicir^guA ha-v i/t iiucipicnr op- 
u\ ^oodi mdufUy in nich fwldi ai irmc- 
BTK fix mdus^d, tfriculturm) ind com. 
ptemri^t butytni^ »mI components and for 
litf rrjsiofi the flLWto f4afifi/ijl J* NfCJ/f 
\giut KMi^ putkip»txm m the Inter- 
^nuviciia BAnk'i ttpital goodi expirt fi- 
tincmg. prngi^im 

ThLS hn? of ciedit viU ciuMe the 
Ib^o Sdthad to fijiioce cxporu of Ni- 
l|rd|{uA » iidpclaJ jktH>i& Id cDuniria i^ Cea- 
ral Amcirki. The B^im Njtiiirtai will 
Piliiie lhc crctlrt lint I& dux^ount in the 
btcrAmerjcin Bdtik err J it documtt^ 
fthkh tl i3J^k£j iq the nicdiliiii-temi (ISO 
Jgys to tivc yfciri) rmMCJing of Niarsi;- 
pn cfpnft^ of opiuS j^iodl' to oehcr mOTi' 
KT tnwnlfio of the SAiik. Up l«) TO per 
cent of the value uf the Bimca NaaofiJ' i 



L-rnitt& [fuf be IcfiAUKoi At the tn^er- 
AnictH-^n BAfik. Qooli elij;ible tm hiuju;- 
tn^ unLEet the progimn nrust nnj^jutt in 
>4NJi'tgiiit. Tbe cjcdit ii gtioivii^d by ihe 
tUrp4hhli4: nf Nkatagua- 

Financial Hl^hlligitrs 

The net tqcixije of the otdioMf capital 
nysurvcs in 1966 Jmou/rted to 56,74^,54), 
compucJ with t^ ,00^711. in i^^"^. The 
j^roii ifvciQitie Tot the ysu wu $>6,04'^kII^. 
ciimpii«^ With i27,fii6j26 in 196?. The 
)^ca.r'» ^Fosf income ^ndudkd |l),603,^24 
derived ffom unterest on Ituna; I12.7W.WI 
fftnn tofiifTii»rinent chugo: |2.77ei.043 friim 
the I per cent aymmniKxi chuge on kiityi. 
which Ii illucited lo the ipeci^l rHent; 
$ieS.gi^0,)n frthn ahofMefm im^'eitments 
ind $^6,442' rnNTi Otheir souldCf, 

Ai of jytc. n, t9M. the iggrcgaUr le 
wrv» 13/ tbe ordifMry capital ichkucoi in^ 
(luJm^ the jj^eneral resefve aod the ^sdtui 
fe*«ve, hjJ fi«fi lo $iOM7,^Z\. mm- 
farcd %yith t2i>,>}6l,93^ on tlv ijitie date irv 
l^f'fl^. The j^cnl leven-e^ made up of net 
i,triiin)rj ftarhcd %2\.f)77Si^^ il Oif Dct ^ 
jl, I9«f Thi* represented i $6^48.143 «»- 
cre^v uvcF the t9<S^ (igutt of f 1 6,926,^^ 
The ipecMil reserve todl fiien to |6J]:o.'l2ja 
by ihe end of 19^^ an. incre^iie af 
f^,776.04> over the t9d^ fiy^rc of 

The ttJial adm^i^traiive erpwies nf 
the &lok chjrgeable to ihe Wtniri, cnpita] 
ftvmrcc^ in l9Afi were *9.li9JSfi and the 
iFiierest p^ici by the Bank on it& funded 
debt uid the imiiiiftalinfi of debt di&cnuni 
icict ejifiietiic* ifi 1966 were #1 7, t«9,7l?8. A* 
oF l>c M, t9C.(i, the B+iiWi funded debt 
utKHimed in |3ft7,tH,Rwl'. rompart*! to 
l3S^,Oy3.^4« the pfeiiota; je»r 

Dtabui^cnieiit; Oan ku.fi$ eadcnded froOl 
the ordinjiy L^pitd tatiurca in 1966 
imi^tnted lit i'y7227.<iOf, cOfDj^lKd with 

Sa:,9i7,tnt in lye^ Thii bKKi^t <u 

mulujire dL&butKdfKna on jruch loadi lA of 
CJec. Jl, 1966, to 1377,762^7. 

Hepi^nieitts by bDrmweri» oa Inans <in 
1966 wete niure than twke li hfgh iis le- 
fTijiToenli on atl of the Binki prevkiwii 
ytari of .•ctivilici They 4in«ninledl to 
1I&,*63,4I6. compitcil with JS,7M,^4J in 
tyft^. Thji brought tQt*I repiyifwirts it the 
cmt oF the rar tn S5J,6n*j,riCi9. 

The ludiied financul iUJemejili ei 
the iTirdimry oiptul Ksoufc^U^ 
ID rhe Fvlbwinn F**^!^ 



« 
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ufKn Bf Eiii<itiL (Bin MMm nht 

ir trim «i riiiii« MMfFi i« iiiift 1^1 

f'tlpLU ti irtfafc IkaiL. UMil»|f i^K 
illiiiH Cnvm I* lifiBtliv 



lyatcxttt In 196'5 iht tnUtfHio S^nK'itfti tie 
Ot>t,*i SfHtiirttr-tt^ of Ventiucli, Ihc jupDvcjn 
incntil aigtnry in chftgc cif the ptmbW 

l£]J «eva^ f^^lani of I he 
rfijrt«t«(l < |i(*B to <*(tintt urban water i«f- 
ply l)<ueiiia m iirdcr ta «uppl^ xl Icui ^ "^ 
cniillovir o|! the nitiPTi i Hv «ji]JiJilt*n(5 

A& pAil iif thii cttuit, rhii lbd.tt. ^on|$ 
wilh iitCTthtr /or IM mtlJioti ttvm kJvr 
PultJ far &p»i:i4l flpcritiuiit ii[**iit 6'i), will 
^wl|i (o rmumitr I he cmpiuiiiun 0/ imict mp- 
\4y Myiiiani m thtct 1 iMn Ciuniuu, l\ierle:i 
r_ih?IJo «nii FVjcJtii Ofjjt— «ad lli« «w*|i^ 
I i%i t lukirlh — MmfacAiUi. Tht four 
l^irnjciii wdl bcndit 4j%ci«i l mijljon pencni, 
A^.OOO wUh ')^4ler 4 lid 24'^,<XlO with krwd^c 

In rurmnA. i-jitthm«i4 wwlo wdl he 
uio*inictEJ nn ibe Omiimii* Rnvn, « tcwi- 
dfuit frcMn there r<> tiw 4^i\i<ti And then lo 
tht ffuljnair pljmt will b« biiilt, »tHl »be 
ctly'i djitubmitm ntfwotk will he m- 
piiridcd: lo firuviJe- strvirEi- to (he *tiHre 
city Th* impruvrvj sjritaii wiU supply the 
denniid ^tiiiei#*n frir Iheiity ia 19191^ 

(11 Pucrbo. CjinrHo, wel]i<, ^umipio^ «■- 
ttfUll, luimIuiiU 4ii<d K licatiiieni pUnl •m\l 
be fcitrJt (o itKtt ejipcti'wi Jenw>d« iis the 
cn:j through ty*?*!'. 

In Piieilii OrJii2, indJte Utihties And 
pqmpijijd aiutpmcnt on the lel( hjirtk of 
lilt CAium River, ind tlnrjij^ tnnk^ iind 
«Ji>trtfiul:j.c»n hiDCft will be huilt to tnt^i 
.Irinjjuls tlinM4^Jii lfj«|\ 




/¥. .^ 




In NfitjiatiLo, whoie wtift lupp^ 

^Lil ai 4 t6 niil 

juJ w:taml«f|f trwA^ Imts wiH be nuti- 
(cd. Tlv: I iti proved ijfJfiaD w»N ' 

11k loan. U' |[ai>i4i-iioftil by it ' 
nf VenczviiJi, 



EXPORT FINANCING 



It™-^ iANCO BO UtAltl 5* 

Thf> |i|i,^ttO,tK»0 <Eedil. Wm,y,i 
wtrhjin thft Biiuik't prLigfAni uf fiiuflLing e» 
fifvts iif of^i'tAl juoods fttfti tint ijinil'^ 
uiuiJtJ'y ti<i AtvcAhcT, '(wdJ autile GiriaLl re 
«^«prt ihree (iii?rfJi*«t ihip* "JW i-.^i'' 
toni in*l the other nto ]\_(Um focv r^h 
— wiib iiT in\DKr value of il*'-'' *' 
Uoa l& Mexico They md\ be 
iHrpyjirds of i\M*U\rttmft Jp i" 
/^Virtu J.fl j,nd I'tfijtm* £1^ 
Km 4.te jAnc:Ln> THe: 4 
thi>ni M^ntTC QmuT^Jtrjix) of I 
Jniip«:iner it Tf,iit iptttfUaiUi /HinyjikMi I 
tiUftn, y^l, (if ME:)(i(D. 

Tlie rTetlit JA bciihg nin^ckd! lor 1 
munih (icficKl. Ai ntAtutJciei Kt i^iiJ 
cbt' BiAitk un iowiFi^, die puoniii 4 
i->C «dld£tl tu J.Vtt'ltMbl'e l>ihiftcTl 1vi [ 
the refiiufiun^ uf up lU. 7ft pK u 
vikie of die three sKips, in t 
jl-iijt $\i.i tfiillii^ii The tf^iJrt to fe j 
laiJtd by the firffffo /^o Bf.wi md\ ly^M 
[r. fii) pn teot ai Ibc jpviiu* mJik: H' f 
e*pi>rri^ iJiip«. The trmiunn^ J(i |<f « 
«fiH he ruverect by <he miponci j 
Htc deh^enr oi" the thaps 

In \9(t4 the Biok cctetuie^ i H tn 
tetrtifcvtH^ line at credit to thr 0^*-*' 
Wkj/^/ V.^,. .)ltt.i lo fiftiiifr T-Tjvim -I 
M gonds 'Ifirou^hi J ■■> 
(Itwiiji Wo Broiil hid ui. 
rhdt line Qi credit in i:^... ...^. ^. 

ctpdita vith 4 trtftl iiiviTiKce Nlue *t( tl-Ml 

807 

MEXICO 

■flno»«, N*Clfl.Ptftl flNAHClEB*. |A 

Mciitci ^ Ukjikjitiat wttior n in m *.l 
^.irvLnf iJAjkf krf «l(:-vcluf>tncnf, ifiit mum- 
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OAe^riirrit of rtW^ WUioa i ctfntts. JntCVHed 
in intKuiiijt »ch cEpocis^ the Gevcm 
tncar of M^¥« w» cmf of the tind. iXMOi 
ttiD m Litin i%iDcri» bi c^abLkh t ^ 
Mifi In finjoa: cstpons ol nitmifictaHdi 
foodfth ifid wu one 4/ tht iFuiiE to j.tjJJ 
itsdi of the i.^ji'teat ^cudj. npon fjnaKini 
pqftrtm vbrif the EWnk esfkbM&licd in ble 

fxtwnde^ t $i iTnliKHi tr«filviti|; line 1^ 
tLndtf Ut S^/i»iA* fr^auwtu. S.A. (D bctp 

iifhcf Ljiiir AjtKFNiLiii ine«nlief ■r(Hintr4et of 
tlic Bjidk MiBt u/ I hit vtfldlU vnki milUoiI 

Wit id4ftl ti) tlK fml in i96A hi out^k 
Sm-Mmdt fifutfiMrm. ta eiEinT]«viP cn cX" 
pi4t4 iht orptirt fidinoiii protpiuL. U|i Ki 
Dm. Jt, i9<M, HanoMAt fmdTtffttH 

hid UKli A Mil rl( i*,TTT,71>*^^ T4l[iull^ 

1^ ol the crQiTihin«l luir of ciedit, in tc^ 
ricunctn^ <ij[«riliOfii The rupttil j^tcn^ a- 
potiBil uiitlff tbt pm^r^ni jndiuifd m»- 
lilllHiy f«it ihe nunui^adnn: ai mttiJ 
fkdfici, iffinainft ^axl m^mg, JiUillmcKi 
tawcti, hiaitf' cadwD^rfv pm&uJ? iioks^ 
tcncift £ifilQi» mi ^ttxi LubiOg druf naciAl 



NCARAGUA 



fwn tw r^ifjJ Amcncii often gociJ pout- 
NJltiti tot inct^tijflg aide in u^^AmI gfMf^ 

m tin: diet. NuLLnlj^ hu lii iihipimt C]|^ 

Lt«^ fwx^i mJiijfrr I Ft HJtLh fid^ u time* 
tuTD (<^if iiMluAth^, ^ifulnmt ind otta 
mrrcUit buiUn^ig^ snd campotvtali lud fuir 
tlWt ftijiut ih^ &mfB NMt^fhJ dt H4^*f- 
4ifm MM^pht: putiCipditKin in the JnlCT- 
Jtomktt liuk'ji oft^t^ giMtdi aport fi- 
HMKH^ (Mppaai 

Thii llcke td L-tfida wiU cn^Ee E^ 

(itif43c the crciiit liner tn discciunE in the 
Int^- Aoiff Mun Bank ( r e d i t dociuDCnli 

vhida ft wUH ui the mofjum tnm { tao 
dijfs lo IfiTP ^cv^> fjQincpn^ □/ NKeinjt 
LB.n ctpoft^ of cai^iuE ^oob in ofJ»cr mtm 
her oiuntriq of ibc Bank, lip Ut 70 pcj 
cfltnt n| thr vaigr {if ihc &ifnv Nrntmrntfj 



crtvltn iiMY bf'^l^m^HP'UBc Inter 

irvjn unJer (Jm pm^n/n fm^ tHi^aift in 
NuVa^uj. 'Hilt fpiedii u j^annt^ Ibfr i^ 
Hcpvi^iit 9I Nkirtlfuii- 

Findricld! HightlgKt) 

The net ifw^mK a( the ordiiucy ofAti 
»MMU\n '(L j'yiAA imoiictled to |6^T4S.,14|, 
nwnpi»d wifh |i.ooa,7tJ in 196^ The 
^W iiKtiiTMe flit the ^etr wu il4^7,U^p 
(ompcitijl with $Z7,\i6j2A m 196^ TV 

dcnvcd \tvm lot'fftst nn kuia; |i,7Vlii>9l 
fi^tfti tpnunitmatt tit^ffb. |2.776,(M| fjrwn 
the I prr «tif nfiUHniBBOD rhiffc on kwiu. 
i»1)«^h i« 'llmvd to the )|<«dj] roErve; 
ItMJtii^M^ fnina iHan-remi invenmesmi 
ani SVi.442 trum iflhrr KHiKz-i 

Ai tif Da. II. iflfifi, iJk Agji^rffpite re 
wrw* pj' the ciii^ErMry npitil iciourna. m- 
ilu^^MtH tite ^toeril peiene And the iptxitl 
nrMtve, hul n*«i m *iH,^jlH7.v:ii «m. 
IP*i.trd «)>i()i >iO|V6^,9J'^ cm [he mik <Ute in 
[96> The jKncrai Islejve, AlJKle up af IW 
4,^4rnin^. rcirhevl SiV'^lfTnO^i Jt of Dtt ^ 
H^ t^N^. This n^preunirrd « t^.T'ia.^lK kfl- 
crow WET the 1-1)6^ riyute of i(ti.|^atl,>W 
The fpvrtJ roence hii^ r<Kn lo $f^S10,>lJK 
bf' the taii uf l^ftCi, *ii incit^ie of 
*j,"^rS,o43 «¥« (he ]0*^ U$iat of 
*4,ftH,iBV 

The tefcal Adminbitnme eepcmc* af 

the B*«llt d»e^ad»le to ihc Ordinajy n^ipjtal 
rnnuKQ in 1 966 weft t9,l39,7H4 Jjnd the 
intereft fwii br die Siadf oti i» fkinded 
dehF and ihr jimocttitftHMi nf debt diKmnt 
ind CKpen^e^ ifl IV^ WKe |J ^,4*9, T9S, Ai 
o^ Dk 11, ie/i6, the Bank'! funded dchi 
AniVM>iHe^^ to t .M7 ,^ n f^^'iO, ii^cnpimi 1{> 
*7«>.(WS,'H« 'be prcviMut ycH 

DittHincments on kum txtended fnim 
f he i iFdin«r^ 1. jpit^ muircvi Ln L9(^p 
4m<(HniB«d tu t9^7,iJ7^(W7, ivmg^rvtJ wrl*^ 
%H2jmMii 10 l*>fi^. Thu btoH^ tu- 
iDutiuvfl diihutK»t7tiii tic lixJi lo«n« «« uf 
Dff. il. I9A«, 115 iJ77,7«.HAl 

tIepAyroetiti hjf bi»fa*-ef» on l^wn* jfv 
l'jtfi<^ wett m^n th<ui twtt^^ ju hi^h n rt- 
pdymcinti iJi1 j}l *i/ the IV ink t prCviOtJ* 
^Ar* n!" rfCtivitiH TbfT *moLinicd tn 
|l^KiaJ^.>i|i^, trutip^m! »]th S«,7^,^43 id 
1<»M Thu. hfMii^ totil rcpi]rmcnti it (he 
tiid Mf iKc ytu P.> t J2,6(JV.04KJ 

IV audtte^ rrnartcia] lutemeiiti of 
tlw ^irilinaiy itp^i^J teM3ui\-b us conyined 
Jrt tb« faJtowinpt (m^ 
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CNPIflL 



Inter-Ainericui Devdopment Bank 
Washingtoo. D. C. 



In our opinion, the accompanying financial statements (Appendices 1-1 to 1-7) pre- 
sent fairif, in lemis of United States cunency, the financial position of Inter-American 
Drrdopment Bank— Ordinary Capital at December 31. 1966, and the results of its opera- 
tions for the year then ended, in oonfoimity with generally accepted accounting principles 
applied on a basis consistent widi that of the preceding year. Our examination of these 
statements was made in accordance with generally accepted auditing standards, and accord - 
ii^gly included such tests (^ the accounting records and such other auditing procedum as 
we considered necessary in the circumstances. 



PRICE WATERHOUSE ft GO. 



Washington, D. C. 
February 7, 1967 



Bilincs StiNt H 

StitMMnt of Imnm nd ExpenMS nd Gswril Rmcw 1-2 

nndtdOntflf uM BMk — m 

StattMiit of Sitecrjptioas to Caprtal Stock aid Votinc Poiiw 1-5 

StatiMiit of Currandes aid OmMd OMiptioiis Held by the Bwk K6 

Notes to rmnciil Stetements 1-7 
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'■f^DINARY CAPITAL RESOURCES 



INTER-AMERICAN DEVELOPMENT BANK-ORDINARY CAPITAL 

BALANCE SHEET 

DECEMBER 31, 1965 AND DECEMBER 31. 1966 
Expressed in United States Dollars— See Notes to Financial Statements— Appendix 1-7 



ASSHS 

IH frM tmto (Appendix 1-6) (flote B) 
Unrntricted 

United States dollars 

Member currencies other than United States dollars 

Non-member currencies 

Restricted (Note C) 

Member currencies other than United SUtes dollars 

United States Goverrnnent oblifations (at amortized cost— face amount 196S— 
180300,000; 1966-160,000,000) 

TinM defiosits 

United States dollars 

NoiHnember cunencies 

Accrued interest 

IMM NMiiiiii Ml ly iMl (Appemiix 14) (Note I) 

Total loans approved by Bank since inception, less cancellations 

Less principal repayments to Bank 

Less loans sold or speed to be sold 

Approved loans held by Bank 

Less undisboned balance of approved loans beM by Bank 

Acmi ciMies M hMS IM br lMl(Note I). 

9m fnm mmtmt (Note D) 
Non-ne|otiaMe, nwHUtSfestniearnif demand oblations denominated in members 
currencies (Appendix 1-6) 

Laii «« brtdtai (See Appemiix 11-7, Note 6) 
Less reserve for depreciation 

SpnW laMfwi assMs(Note f) 

Dm from banks 

IffMstments in United States Government obliptions (at amortized cost-face 

amoMt 1965-$3,305,000; 1966-15,796,000) 

/t ccw ed loan commissions 

Itif MbiMit Pki uuU 

(Seiregsted ami held in trust) 

Total assets 

26 



$ 876,983 
35.168,577 
1,052,685 

7372,348 



60339,271 



103,418,432 



I 93S4B3 

28.S313Z3 

952385 

8,231.289 



183,000,000 
18,296.494 
5308,445 


267,9M,210 


233.250300 
44.2tt.224 
103K3Z3 


655,683,977 
9,178,628 
24.972.231 


747.186338 
23352.7W 
28387^74 


621333,118 
365320374 


255J12344 
3,616319 


iM3K,7S4 



|38.75*» 



aoiMise 



sjmjt^ 



mjmjm 



9.938341 
236.254 


9.702.687 

4312.238 

744.652 


10313381 
381301 


161.745 




171.107 


3.282.196 
590.444 


4.034385 
4350318 


5.751327 
800394 








9699.606.178 





S3tti312 
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INTER-MKmCNI BEVaOPMENT BMRMWDHMRr CAPITAL 

IttiUCE SKET 

DECaiBER 31. 1965 AND OECEMBUi 31. 1966 
Expressed in United States Doflars-Ste Notes to rnancial Statements-Appendix 1-7 



UABUmS. KSBNB. RM MUUKC AMI CIPirAL 



Mortfaii paytbit 

FumM debt (AivMdb 1-9 (Nste M) . 



SpKial Imiwi (Nott F) . 



Staff MtaMt Pta Imm (Nott U 

Fai tar ipMM mpniWn mi tapKlhi af Imh (Note K) . 



$ 2.440.901 

448.120 

4.530.2S6 

28S.093.548 


1 i.m» 

753.131 

4^144 

3I7.413J60 


4.034.385 


6.tiMa 


4.550.418 


iJBiAVt 




27.046 



Capitel Stock (Appendix 1-5) (Note 0) 
Authorized 215.000 shares of $10,000 |W vaiue eech 

SubscriiMd 176.982 shares 

Less-Callable portwi 



$1769.820.000 



$1.709jBD4MO 



General reserve (Appendix 1-2) (Notes E. H and I) . 



381.580.000 
16.928.550 



398,508.550 



381^.000 






htUHf-Am partlcipatioa as of December 31. 1966 sold under guv- 

(Note J) $383,334 

Total liabilities, reserves, fund balance aad capital 



S699.60l.178 
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ORDINARY CAPITAL RESOURCES 

INTER^WERICAN DEVaOPKNT IMNK-OROIIURy CAPITM. iVPBM I- 

STATEMENT IF MCOME AW EXPEKB Ml «ML KSONE 

FOR THE YEARS ENDED DECEMBER 31. 1965 AND DECEMBER 31. 1966 
Expressed in United States DoHan-See Notes to Hnenciel Stitsnieiits f$nnto \-1- 



hm torn (Note I) 



Ffwi oUmt Mwcn . 



$UPQI.1S0 




tujmjm 




2.209.363 




imm 




2.112.795 


%ujon;m 


tmjm 


imuvn 




]2MfAi* 




Mjams 




njM 




%Mt 




27.356.726 




^MVAfi 




2.112J96 




uimo 



MdCt conmittion aNocitMl to SptcW Rnom (Note F) 

Gnm iMone lew mom dedKtkM 25.243.931 3UnjV2 



otGiodU 

BoMri of Govofnon 
AmmhI oMttiii 193.(M0 BMB 

Boord of Exocutive (Nrecton 

Siiwitt 238.193 299^ 

OOMr eonpoMotiOH lod bontlti 54.897 1MB 

Tn»rt 48.822 »Xa 

SUf 

Salaries 3.5833IB tJMJM 

OOMr coavonatioii Md beieiits !.'!..'..'!.'..'.'..!.'.'.'!.'!.'!.'..'.'....'.'.'.'!!!.'.'! 1.248.744 l^M^ 

Trawl 489.777 TMjVl 



277.422 ifVJt 

39(M22 S98k7» 

(tinf 134328 113JB 

tipplln inti unlpmint 286.992 316.517 

MacalaMaoB 406.289 49^41 

Field OaKOS 

Saivies 338.353 t n jij 

(Nfcer ..!!!!!!!!!;!;;!;!!;;!!!;;!;!!!!!;;;;!!;;!!!!!;;;!!;";!!;!!!;;! 507.541 ubjp 

8,199.213 "TOKW 

I (See i^ipeadix II-7. Note 6) 109,685 UMSS 



Lan laMMMti eiiariad to Sociel Fyotie ii Trwt Fmd for iodiroct md overlwed 

oJVMMe by Bai* at Marialatrator (See Apeeadix lli-6. Note 8) 1330.018 UMIUM 

Total edwlaii t ia tl ia expeaeet Including depreciatkM 6378.880 9jAni 

hrterart ea lerro«ti«i 12^20.134 UMW 

taortijttioa of doM diacaeat and expoaae 436,206 20,235.220 5>4j5tt MjBmi 

IM8M Mm ipaalBl aMMai 5J»6>11 MIMK 

MdWen te ineome erWaf from retroKtive adiaitment of rate mod in dMrfinc 
Sociei Proroai Tnot Fmd for indirect and overkeod e^MMoa (Sm Appendix 

m-6. Nou 8) mm 



COM (Notes E. H and I) Sj99BJll 

i raaane latfariiv of pr 11319,139 

I raaane aid of year (Notes E. H md I) 11630.560 JSJfffM 
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INTER-AMERICMI OEVaOPMENT BMK-OROWMY CAPITAL APTEIM I 

RMOKiriFIKMIKMTEW 

DECEMBER 31, 1965 AND DGXMBER 31, 1966 
Expressed in United States Dolltf»-See Notes Id Finmcial Stttements-Appendix 1-7 



1W im 

hpMi ii MM StalM Mhn* 

4t4X T«eat^Year Bonds of 1962, due December 15, 1962. subject to sinkini find requiremeirts to redeem 

15.000,000 of the bonds on or before December 15. in esdi of the yeen 1966 throaih 1981 $75,000,000 $75,000,000 

4MX Twenty-Yesr Bonds of 1964. due April 1. 198«. subject to sinliifl| fund requiremmts to redeem $2700.000 

of the bonds on or befbre April 1 in eecb of the years 1970 throoth 1963 50,000,006 

4V&% TweirtrYcar Bends of 1964. due November 1, 1964, subject to smkinf fund requireoests to redeem 

$5,400,000 of the boMh en or before NoveiAtr 1 in eack of the yeors 1970 tbrouih 1983 lOOmOOO 100 

4K% Loon of April 1, 1965 from Institute Espaliol ds Monedi ExtrMjen. Spain, payable in eight amiuai install- 

mmits of $1,562,500 a«:b. afainst promissory mites maturinf consecutively «i April 1 of each year fmn 1970 

throuih 1977 12.500.000 12.500,000 

Short-Term Bends. Rrst Issue Ipra IS, 1966- 

5% On^Yav Bonds due AprH 15,1967 2SJX)0,000 

5V4% Tw-Year Bonds due April 15. 1968 29^)00.000 

Vk% Five-Year Bends due April 15, 1971 11,000,000 

5% ItaiiM lira Bends of 1962. due April 1. 1962 (Lit. 1S.0OO.000.0OQ) (A) 24.193,548 24.066,000 

5M% Germmi Dnitsche Mark Bonds of 1964. due July 1, 1979. payable in ten egual amiuai Instalhnmrts on July 

1 of emA of the years 1970 tbrottifc 1979 (DM 60.000.000) 15.000.000 15.000.000 

VMi Engiiah Stertini Stock of 1964. due October 1. 1984. redemnaMe by the operation of a Ihad muml thik- 
mi ftmd of £200.000 commenciai in the year endini October 1. 1970. the frst payment ta be made no later 

thmi September 1, 1970 (£3,000.000) 8,4QQiOOO 8.400,00O 

6X Itaiimi Lira Bonds of 1966 due Imwary 1. I9B6. redeemable by the operation of an mmhbI ahikii« fumi emn- 

nwnctng January 1, 1972 (Lit 15.000.000.000) 24.000.000 

5X Lomi from the Eqiort-lmport Bank of Japmi wider efreonent datml June 27. 1966 which provides that 
Inter-American Development Bmik may borrow 19 to 3,600.000.000 Ymi (equivalmit to US $10,000,000) repeyabie in 
20 semi^mial instalbnMits commencing August 20, 1971 with final maturity February 20. 1981-berrowed as of 

DecaBber31. 1966 (Ymi 748.822.409) 2.000,00 

5«X Swiss Fram: Bonds of 1968 due September 15. 1981. redemneble in tmi amwal fantallments of Sw. F. 5.000.- 

000 oe or before Septmnber 15 of eack of the yeere 1972 through 1981 (Sw. F. 50.000.000) 11.433.79B 

TWAL $285,09B>ia $387,413J6> 

eacn l*MW is MOlwt to ndMotiM priar to mtarity tt Un lotiM of UN BMk (A) Oi Aoril 1. isaa. »• Bank idiMtee «M IMted SMm Mtor nukmMt of ttt 

■t OM nricM aiK i«M OM MiriitieM stato« in Uia nspactiva bands and aalts a>- praeaadi of Oia S% Itoliaa UraaaniHSMoruSMTCHntta llaMlity tf ttt 

eaat tha ant lartatlaNat af Vw laaa fraai Inatituto EapaOat da Mooada Exttaaiara. Baak lar tfea band iiaaa to raaact tfea aiiatina par nlw lato of SZS lira to |1J» fram 

Saaia and tka Shart-Tam Uaadi, nMcft aar nat ta paid priar to ■ntarity. SiiMaa land tha awHat rato tf iwiiaaa a» Un to 11.00 to a«aet to Mat Aa a laiatt tf IM 

ra ^rt i a awnto tad fandad daM aatoritias tor Om yaan 19S7 to 1971 acaraaato |B.OaO,- ad j a Hii an l Om Naliaa Ura taids ara aaar eantad at a MMr amii Ml i rt tf fMjaSMM 

emt, yM,m.«B. IMMiOeo, IU.n2.900 aad IZ7.aM.S0O. raapaethnty. iadtoad af IHUMMl ttt daUar aea h ulart at ■Mdi mtf wen aairtod at dcaataf ». 
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ORDINARY CAPITAL RESOURCES 

INTER-AMERICAN DEVELOPMENT BANK-ORDINARY CAPITAL 
SOMMMY STATEMENT Of UUWS 

DECEMBER 31, 1966 
Expressed in United States Dollars— See Notes to Financial Statements— Appendix 1-7 



• (1) 



m 






$118,406,638 $3,760,523 

Brazil 195.093,310 4,237,981 

Ckilo 68,454,780 3,104,910 

Cotafflbie 69,471.601 1,935,248 

Cwta Ric« 13,101,060 942,659 

Doininican Republic ... 6,000,000 

Eondor 6336.330 368.330 

El Salvador 6.958,163 367.911 

Guatemala 11.637.804 1.066.278 

Honduras 460,474 350,237 

Meiko 124,740,037 2,944,506 

Ricaraiua 15,130,000 450.000 

Panania 1.500,000 

2.749.996 462.236 

30.861.178 909.255 

22,043.000 622.274 



$ 1,775,547 $112370,568 $ 43,693315 $ 69,176,753 $ 41.593332 

842,094 190,013,235 116,736,119 73.277,116 56,948,020 

3,725.600 61,624,270 9,407,558 52,216,712 36,822,422 

2,793,554 64,742,799 31370,873 32371,926 19,937,499 



1,590,325 10,568,076 3.650,645 6,917,431 6,041,030 

200,000 5,800,000 4.402.879 1,397.121 1,397,121 

257,143 6310357 4,896322 1314,335 1.206,335 

250,500 6,339,752 3,104.980 3334.772 2,643,752 



725,000 9.846.5Z6 5,664,021 4,182,505 3.389,039 

60,000 50,237 50337 50337 

6.948,137 114,847,394 74,722,028 40,125,366 29,758.520 

1,719.000 12,961.000 9,710350 3350,350 3350350 



1.500.000 1.500,000 

269,911 2,017349 2,017349 1.863349 

2,752,125 27.199,798 11318,153 15.381,645 12,549333 

951,395 20,469,331 12,265,168 8304,163 6,449.059 



$13343.481 $14339340 

15.249.158 1379.938 

4.792.995 10301395 

5309387 7,625^ 



108380 
591.020 



793^ 
9.609.120 



2332.112 

1.756,101 



7573S 



VaMzuela 

Regional 


43.742.567 

10.000,000 


2.030362 


3307,143 


37.905,062 21,621,860 16383302 
10,000,000 8.500.400 1.499.600 


11.934375 
750.000 


43«.»7 


imjm 






Total 


$747,186,938 


$23352.710 


$28,667,474 


$694,966,754(3) $363.565371(4) $331,401,083 


$236384373 


$59,863,171 


$35,1S3» 



I ItMi to Hi mtnttrt ar politicil uMtvitii 
M lontid in tiM torritonr af it* mmbtrt. 



r Mcwfly dtWMd appfoertitt by Um BmIl 
s km bMD tmtni by tbt Bank, bat cartaii 



if aay, taka cartaia actioa aaa fi 

(3) Of tha total approvod loaai I 
baeooM affactiva (t.a. ali(ibla I 



eitbananaat) ai af I 
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llffER-AHE WCW PEVE LOPICIT BANK-ORDWARY CAPITAL 
STATEMENT IF SMOVTMB T8 ClfiniL SnCI Ml IITIIC P(N^ 

DKEnER3ll986 
Exprassfld in UnitMi Stitss OoNn — Sw Notts to FjmmW StitoiMnts— Appondix 1-7 




22^ 

i^ 

22,448 

6.164 

6.1S9 

901 

1.202 

1,202 

901 

1.202 

ttl 

901 

14.430 

901 

901 

901 

hn 3.001 

MM Strttt 76.176 

2^ 

12.027 

ToW 176.962 



12i6 
1.02 

12.68 
3.41 



3.41 
.51 
.68 
.68 



.51 
M 
il 
.51 



&1S 
Jl. 
JI 
.51 



1.71 
L36 



224,480,000 
61.640.060 



61.59QAI0 
9.010,680 
12.020.000 
12.020.000 



9.010000 
12.0201000 
9.01^000 
9,010,000 

144,3001000 
9,010,000 



1 25,785^ 114,308,954 
2,070,000 170,000 

7,000^000 7,060,000 



%l\jmm I 172.910,000 22.513 12i7 

13^80,000 1337 LOO 

172310,000 22383 1237 

47,480360 ^6389 UO 



7.07MeO 



1,035.000 



1.03S360 



76U60380 
2«370300 
120370.000 



1.380300 
1,035.000 



16375360 16375308 

1.035.000 133S300 

133S.00O 2B7300 

1,035,000 1,035,000 



3.455,906 3375.000 



2.76S3Q0 1313374 
13315300 5,978337 



47,440300 



6394 130 

1.036 30 

1337 .74 

1337 J4 



1.036 . 36 

1337 Jl 

1336 30 

1.036 30 



111,150,000 M30S in 

1336 30 
6310300 1336 30 



37300.000 611760300 7^11 4LI7 

96U26 18340300 2342 L41 

7336.163 923W300 g.M2 0J7 



10030 $1.769320.000 )228390.000 $82318365 
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ORDINARY CAPITAL RESOURCES 

INIER-MIEMCMI DEVELOPHEIIT BMIMXDHMY CAPITA 
STATEMENT OF CflMENCKS MD DEMM nUBATIONS 1^ 

DECEMBER 31. 1986 
See Notes to Financial Statements-Appendix 1-7 



nto (1) Iml tafMCf Mlin 



Bolivto PMo BoihriMO 

Braii) Cruzeiro 

BfMil Cruzeiro 

CNIe Emido 

CokMUe Peso 

OoloiAia Peso 

ipublic Peso 

Eeonlor Sucre 

B Salvador CokM 

tamala Quetzal 

I Gourde 

• t) : Pmo 

Cordoka 

Balboa 

Goarani 

Guarani 

Pen Sol 

IMtod States Dollar 

wufuay Peso 



82.525 6,908.477 

168.70 339.593.617 

11J7S 937,582 

18.50 183,166,772 

1,780.56 2.676,004,868 



4.37 
9.00 
11.27 
6.63 
1.00 



18.00 
2.50 
1.00 
5.00 
2.00 



12.50 

7.00 

1.00 

122.08 

126.00 



26J2 
1.00 
55.00 
56.63 
4.50 



Pound Sterlini 
Deutscke Mark 

Italy Lira 

SiHtiarlaBd Swiss Francs 

■ Yen 



Total opmsad h IWtad States doHars 



11,068.060 
10,103.542 
13.899.331 
1.444.346 
1.358.200 



22.102.049 
1.106.740 
537,010 
5.027.672 
1.907.416 

102.928.617 

7.111.626 

82,063 

87.000.568 

13.310,865 



16,659.510 

938.033 

283.772 

9.248.582 

7.729.0SB 



3,131 



$ 83.714 

2,012.967 

78.954 

9.900352 

1,502,900 



2,532.737 
1.122.616 
1.232.872 
217.792 
1.358.200 



1.227,892 
442,696 
537,010 

1,006.534 
953.706 



8.234.289 

1.015,947 

82.063 

713.119 



621.066 

938.033 

5.159 

163.307 

1.715.066 

37.804.145 



947,000.684 Sll.476.046 
22.562.500 1.900.000 



953369.161 
339393317 
233QIUB2 
1I3.165J72 



1011033a 



umMi 



21MJM 
U«.740 
537316 

vajm 

13II7<416 



828.000 121,000 



4325300 UO3OO 
37300.000 373001000 
52344.930 951.726 

353>t.732 7336.163 
W371335 



74U3K 



1331010 



2MK310 



|113SB.7a 
23123» 
137I3S4 
9301352 
1312308 

2331737 
I.I223I6 
1332372 
217.7V 
USUOB 

UZ73S 
44Z3K 
537311 

13H3M 



I3HM 
inS3(7 
91MB 
70319 



SZ32US 



8.768 
723373 

625.00(2) 106385,790 173,738 

4373 76,625 17322 

36830 10362.W ' 28.784 

^joS 

^38.756330 



Warn 



3JS1 UK 

23n3B mjn 

M3KJS0 nv» 

njas 173B 
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MTER^IOiCMI OEVaOPieiT MNMMDMMV CAPfTM. 

MIB T8 FUMOM. STAIQUIIS 

OECEMtR 31 1966 



1 A 

lalt in member cunencies other thao United States dollan have been trantUtcd into United States dollars at the rates at which the amounts 
i tce i w d or loaned hf the Bank, except for the uodisbursed balances and accrued cfaaryes on certain loans denominated in membe r cur- 

• other than United States dolUrs which have been translated into United States dollars at the approximate market rates of exchaqge 
Of at December 31. 1966. The non-member currency proceeds of the funded debt have been translated into United States dollars at par 

Bates of excfaaoge as shown under 'T^oo-member" in Appendix 1-6. Amounts of loans approved and loans sold or afteed to be sold which 
l e n o min ated in other non-member cuncocies have been translatod into United States dollars at the approximate market rates of exchaofe 
qg at Decembe r 31, 1966. No r ep re senta tion is made that any of such currencies is convertible into anjr other of such currencies at auf 

IB 

coid an ce with Artide V. Section 3 of the Agreement Establishing the Bank (Agreemete), each member is icqaiied, if the par ^ue of its 
Kf if reduced or if the foreign exchai^ value of iu currency depreciates to a significant extent, to pay to the Bank (Ordinary Capital) an 
ional aaaoont of ita own currency suAdeot to maintain the value of all the currency of the member held by the Bank, excepting cuncncy 
id from bocrowinp by the Bank; likewise the Bank (Ordinary Capital) is required, if the par value of a member's currency it inacaaed 
e foreign exchaqge value of such member's currency hu appreciated to a significant extent, to pay to such me m be r an amount of its currency 
to the increase in value of such m ember's currency which is held by the Bank, excepting currency derived from borrowings by the Bank, 
ttandanl of value for these purposes shall be the United States dollar of the weight and fineness in effect on January 1. 1999- 

■E C 

xordaace with the provisions of Artide V. Section 1 of the Agreement the use of these funds by the Bank or any recipieat from the Bank 
«eo restricted by the member to makiqg payments for goods and services produced in ita territory. 

ID 

original authoriicd Ordinary Capital of the Bank was 18)0,000,000 in terms of United States dollars of the weight and fineneu in effect 
Kuniy 1. 1939. Of the total original authoriied capital 1400.000.000 was "p«d-in" capital and 1430,000.000 was "callable" capital, 
aiuary 1964 the Board of Governors approved an increase of $1,000,000,000 in authorixed callable capital at the sufaacriptioo price of |10,- 
per shan. All of the member countries have subscribed their quotas to a total of 93.666 additional slnres of calldile capital eq«iU to |936k> 
0«. These subscriptions to additional shares of callable capital raised the total of sufatrribed capital to 11,769.820,000 of whMi 1381.- 
00 is "paid-in" capital and 11.388,240,000 is "callable" capital. 

ouary 1964 the Board of Governors also approved a further increase of $300,000,000 in authorized capital of which $73,000,000 is "paid-in" 
$223,000,000 is "callable", such capital to be available in the case of expansion of the Bank's membership. As of December 31. 1966, 
ew m ember s had been admitted to the Bank and the Bank had not received any subscriptions to the further increase in authorized capital 
4)0.000,000. 

subacribed "paid-in" capital hu been paid 30% in gold and/or United States dollars and 30% iq the currency of the respective member 
t that noo-interest-bearing demand obligations have been aaepted, as permitted under the provisions of Article V. Section 4 of the Agree- 
, in lieu of part of the payment required to be made in the member's currency. The "callable" portion of the authorized Ordinary Capital 
be called only when required to meet the obligations of the Bank created by borrowing or by guaranteeing loans with respect to the Ordi- 
Capital and is payable at the option of the member either in gold. United States dollars or the currency required to discharge the obligation 

• Bank for the purpose for which the call is made. 

•B E 

lant to actions of the Board of Governors the net income from the Ordinary Capital resources of the Bank has been allocated to a gen- 
reserve for possa>le future losses and, until further action by the Board of Governors, the net income of each year will be allocated auto- 
illy to such res er ve. 
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ORDINARY CAPITAL RESOURCES 



The amount of commissions received bjr the Bank on loans made out of or by commitment of the Ordinary Opital resources is rcquind aadcr 
Article III, Section 13 of the Agreement to be set aside as a special reserve to be kept available for meetiqg the Bank's oblisatiou cicaled by 
borrowing or by guaranteeing loans. On all loans granted to date the rate of commission is 1% per annum. 

NOTE G 

Article III, Section 3(b) of the Agreement provides: "Expenses pertaining directly to ordinary operations shall be charged to the ordiaaiy capital 
resources of the Bank. Expenses pertaining directly to special operations shall be charged to the resources of the Fund [for Special OpoBlioas]. 
Other expenses shall be charged as the Bank determines". For each of the years ended December 31, through 1966 expeoae* which hnc beca 
deemed to be not identifiable as pertaining directly to either the Ordinary Opital or the Fund for Special Opentiom have been ^stribolcd p«^ 
suant to the decisions of the Bmrd of Executive Directors. Expenses during 1969 and 1966 which have been deemed to be aot idcatifiiye 
as pertaining directly to either the Ordinary Capital or the Fund for Special Operations have been charged 77% to the inooone of the ddiaaiy 
Capital and 23% to the income of the Fund for Special Operations. 



Under the provisions of Article VI of the Agreement the Bank may, at the request of any member or members or of private firms that naay 
obtain loans from it, provide technical advice and assistance. 

At December 31, 1966 the amounts approved by the Bank for expenditures in the future for technical aatistaace proiecta wcfe 11,426,99). 
Pursuant to resolutions passed by the Board of Executive Directon all technical assistance expenditures after January I, 190 aie to be cfaaifed 
first to the net income of the Fund for Special Operations, including such income accumulated in the genetal reserve of that Pond, and thor- 
after to the net income of the Ordinary Capital. 

NOTE I 

One of the Bank's borrowers, a private enterprise in Brazil, defaulted on the interest and principal paymenta due June 19. 1966, on two loaaa. 
The Bank instituted foreclosure proceedings November 8, 1966, under the first mortgages held by tbe Bank on the plant, equipment and fotctf 
lands to secure its claim against the borrower. The total amount of the claim as of November 8, 1966 was the equivalent of US |8,400,)49, 
including the unpaid principal amount of US $7,981,692 and accrued interest of US $418,693 from December 16, 1969. The ftfiTiliM 
court has authorized the seizure of the mortgaged property by the Bank's representative. The final outcome of these pcoceediqgs cannot be 4^ 
termined at this time. 

Another of the Bank's borrowers, a private enterprise in Argentina, has not paid the interest and principal paymenta whidb wcsc doe Jane 
19, 1966 and December 1), 1966 on two loans. As of December 31. 1966 the total amount of these loans was the cqaivaleat of US |2.664jOatl 
including the unpaid principal amount of US $2,916,399 and accrued interest and commitment fees of US $147,662 fnm T^tTfm l wT 16. 1969. 
The loans an secured by first mortgages on the land, improvementt and the equipment. The outcome of negotiations with tbe boc io w u imnilj 
in process cannot be determined at this time. 

NOTE J 

In 1966 the Bank sold a participation in the amount of $400,000 in one of its loans on which the payment of both interest and ] 

unconditionally guaranteed by the Bank. The participation bears interest at 4^% per annum and is repayable in 24 ) 

beginniog November 16, 1966 with the final payment due May 16, 1978. The outstanding balance at December 31, 1966 was |38),3M. 
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NOTE K 

In ■ccocaim wiin the hmo ocntncts bonowcn mvc tgnod to tpccnl tauget to cover costs of extnoidiiMuy supetrtsMii siid intpectioa ici vices 
pcffomed in connection wiUi proiects fiomced under the kiens. Beginning in 1966 the Benk citeblished « special fond in each ti the sepante 
windows of the Bank (Ofdnarir Gupitsi. Fund for Special Operations and Social Progress Trust Fund) to accumuiate the anounts cfaaiged under 
the special provisions of te loans. Each loan is cbugBd pursuant to the contract and the offsMing cndit is accumulatad in an account called 
"Fund for spedal supcfvirion and inspection of loans" (l^md). Expeoaes assodaltd with supervision and inspection of these loans which are over 
and above those normalljr and routinely pciiotncd bjr the Bonk are charged each month to the Pkind. Hiere follows a sumniary oc the transactions 
in the Fund (Oidinary Capital) in the fear ended December 31. 1966: 

■Ht loans 164,604 
and in spedal supervision 

and inspection of loan protects 37,9)8 

VmaptaAtd balance Daoember 31. 1966 ♦27.046 

NOTE L 

The Bank has a Staff letircnMnt Plan for the benefit of its cnvlofces which became effective as of Febraarjr 1, 1961 and was last amended as 
of July 1. 1969. Every staff member under 6) becomes a participant as a condition of service. Each pattit^Mnt contr&ntes a percentage of Us 
rcnMneratton to the Plan and the Bank contributes the part of the cost and expenses of the Plan not provided bjr the contribntions of paitic* 
ipants. Contributions to the Plan during 1966 bjr the Bank-Ordinaiy Capital and the Bank-Fund for Special Operations were 1731,099 and $218.- 
368. respectively. There was no unfunded liability as of December 31, 1969. the latest date through which actuarial computations have been made 
for thePbM. 

NOTE M 

On Janoaiy 17. 1967 the Bank entered into an agreement for an issue of bonds in the United States in the principal amount of 890.000.000 
with interest at 9.20% doe January 19. 1992. 
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Part II teiourwa 



FUND FOR 
SPECIAL OPERATIONS 

OptfralKMift/ Fiscal Vear 1966 



N^iiijir 1-^ rhi» btiiik'ii (iifflilvK LttiiUfia ki 
ttm Fun4 tW t^wguJ P|wr«tiotM in l^f^ 

rei«l Jfitfi »ff«t Miirti M. l^if Th* FiMl 

Iht di^frtil oHittitiiiiidni f« the fmn:! 
■Cfff t14<fsVti^0<M:r Thi:^ «vifn «ii4 in. 

-sf Dti' 11, i^Xiift, ilnf fru^ihihurnifrt 10 thr 

•tij (Ik BquiV^lBBt cf ltM,7lT,flO0 lA tit* 
^xnnuiriei nf the Bink. Ilic rt.*il iA\niribiv 
lin the *&■■■! 

TV ftninV. ■ ■ •■irii> -vi irt 



^^-^ ■ ,- .- \ Oi 

>n -ct.jti W cnrnftcttid ifee 

*Jilpr«rii.w 4W' The Jiwiit'tr j^{*«^trHii£ifii&. 
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Ic SqiC£Eti(i«r 1961 the Bmrd pwr intn 
r iue ol tbc Fwii,! f icfCHtrcvi Aot i»iil]r mi 

JeKlt *(f the T™« I'-iJihl Hit jl*o i« Vili 

fUfvJ i,iM(irr*LtRi(if >,lfytiof<mtnt^ urban 
|tck<|xmr[ir 4iLd HAfport fm tcdinkal an J 

I IV It* i%ii. kndrng th* 8«nk jm,plc 

' tfMfiy I if litKit new fill ICY direcriiv<r». 

u.i«l4rtT irr tIx tteJda fif Mitc^rjic^.t urtuin 

j»ipn.r-- '' - --' I'lltjf dc^rlnp 

' itl 10hVlti«« 

ibt r " I m »he firW 

|ciUlMl4UI^ 

! Fkirtd 4 irwynts W3^ ihc o«iblik|ltnnnr 

IV6&, by the nji.i.k'i B^Mpdi .if £k- 

Ut^t Dimtoft at (iit itniiidj^ oi the 

itiTMit Fund im Utm Amenami *ntc|itra 

Tilt rn'W Vviu} t* hCiinif ilrmcit hJ> 
t j^ttftttUiOit uf fasiUUiy iitllilin ^f niul- 
llioiul fimrects ilfiii^ned to lUrir^kr;!!^ 

Tbc Fund WiA cfsifed wkb tnirid re^ 

(mr Sf«til.E OpCfJiHnU!! inct ilwrtlii 

m Sef*. ^. J'!*«ifi. (he t 'ml til 

» Gi]>crnmt^t *itd the Qmk ii^niB<d in 

§iA ctiiUiurt I' ' ,cs oi 



kbc Iktl^V iiHf M^gment (lit P^cjjfvcstiivRi 
Fun J (htnif^ fjminburkirp^ Uom 

tiiciiilic^ n^ we(? «i FH Ni-m<?inbcr iiiLiniiifs 
tnwn iiJtiiHlkt in«i 'f4iii:<rrfta.tM»i4l imtt 

liitinn^ uuil aj^Viiei 

The Pfcinvcitjiient FunA i» drraifid 6o 

mmtuirsubk tqdnnK^J M»islJinct in rhc t'ljjr 
Ili«imj^ lifldil: 

t Muldnuiknniil intnHnit.tuft ^atk%. 
u\ti\uimg htfi,h*mfi, jii. fTidj-mc titd irvrf 
Iran^j^ -' ■■ -'■ ■ '"inuftjcj(«ufis «)rlilcttls ind 
rtLji'L es, 

• f-d developfnej-rt of jjer*- 
CviMiunui^ iujitci^ LUKCftlig -IrKta ii^ two Of 
iiKitc ^^Turiitfm. u ill thr j<nrtE dc^t'knpmfrt 
111 uiiem4lwnr»jJ wtt inrnvk, UviUiditif;^ pHiii/ci 
rescnuivo, river nivt^icK), Und mtlemenl 

* BiiiiK unduAtia oi i ttgianA^ snie 
»bKh *it) iipeF«[r Prt cpkiiiin^rr iiwkcti cnt- 
lif.it.4Mjjt vjriixii II 

m Ofhrr i:nl«ii<fjliriii Aitivihe^. ikiib «j 
ndnlioi tihj pmj£r«Mi» lf»f the foinf oiplpra- 
Moft i)f iiAnmi fcvMtriLR.; the niibi:ii<thiricni 
irf MMiitUtiAtJiDnit jgiencrci 41x1 fntcr|Hnc3; 
rcw.ifth mki »ml ctchsii^t u( «.aerrtiiiu; jund 
l?*.-hni(a( Joiowledgc; ttudy of the Ics*' 
i4u{i instilLiEwrui inffititruLtviir ><f in^cgr^ 
LiiKn ihf iriititni* of pcfMinMc!, .tnd. \n fxn 
tul, ithetn^ibOtt^of] nf inanprihcr. 

k*JHlli: MjJtlIkltHln4l mtHlQ, LJf- 

1 1*3 '»*A ||*n^-«tt rfilci^pLriscL 

F^cfi bdoit ihc Fresn. ' "" ,.1 

*«» C*MliJn!«d, <bc BjnJs ir. 

UK xtoitt^ of r>- .1 
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lit) ^ i r' ttt'Kiiiicve^ Q^rpocjtKHi. a I4«W Yock cr^v 
I|TiuN:> lulhnj^ firm, to iniJfc i itudir ^m pttiin¥tsi- 
nien^ |[ifojfcb and prugrjm^ [t»i^ii«d 10 

tpeoil up L^ttti Ariwticfi I rcj^ronAt ecnmitiircc 
liitr^iiti'iLn. Tint iiudy, whkh tta mlbmii- 
'.«d Lu the Bflflk in SrpKtiiber 1966| ^ii' 

(ermeJ "suiublr ta inL' urKteruki^ix m tlie 
nKir futuft " 

iridiuirirf ind dmricil iiiEcrL>injic<:iti-cin lys^ 
l«nu. Orher^ tvi-rc the rvdiujiiurv i»r itiL- 
hyUtit^tictriii., irrigiition 4nd nAvig*tJ<in po- 
Centi^ of seS'ifTxt liven jud the \mnt Jifvi;l 
opineMi o^ Fiver b>^m: piBsfusLi tof thf m- 
ttfi,iitteA JcVclupiOejit iif (inqlicr iif^is io 

the Hdiik dh t^ Cntiiiiiifai^ui-VrjiczucLim iuid 

VQ\i uf Liliji AintrM.j'> iruritiinc, $.ir, hi^- 
M'jy, tJllfi^av and rirct b t Jii^pcirtstion jy»' 
(CIHS 

Thr voiume of lojui ^Lit^ri^ed by ihe 
Bjfilc from its I'lrFiJ (or Sl^Ciitlil Of'^f^tiCHi* 
ctiiri|iji( \^6^ ws^ the iilrgest y^arty fiUiJ 
*vtT iiu^huFEZfid ^nw th*r Fund, A totjl ot 
IM Ui>n» ^ttruHintin^ t«i iJ^L.JOIi^lllK]' wti« 
4|ipriiv«it diLfini; I he ywf, com|afed with Jl 
ItMtu «j4i4!irt^ *l9i:'s.*^y^,W«10 'm t1>6^, wJiidi 
14JJ <o I hen h*J b«fi the hig^heii piicvidut 
yearly tPfil "fht (9^ jiithoriatioM 
hfou^h^ the Bink't Liiruulitive Imdtng from 
the Furtd *!» of Dec. Jt, l^M, te 130 tijim 
inLilin/y^ Si^«56.aSt.J!J%A, net qf nncelUfiDni. 
jmi eicthAiiige jdfiuhncntii, 

Di$lwi'scnicnrs (^ \mm fiom the fund 
/of Specijil Qp«:niEK>iu wcft Jifw i»£r>jne4nUy 
hi^fwrr m L9i<6 thxn «n injr prL*v,iciM5 ycifi 



«4lHrivilvlllM 



jnifluntiing h^ - 1 wjth 

th- |trt»'nnii hijL^Fi "I ' 

J (I J«)fi^ At the €n^'. 
ti*c iJlislHirMTncnit h'H' 

The fiHjJ (ml of Ihe pMfote «■! mt 
flrflms l>ein|5 finifMnd wjrh the '.'■■ ' 

lrnd*?d fwrrii rht Fiifld .llunn. 

iiLifci! 4t ilMil nulhon Ttic ; 

4re prtf^ndm^ yt} fwr c^tii of thi* >uit« nA 

rhc rciTi4inmp so per cent i» tetn^ prnvwl*! 

Eir^tJi, f<y Ihc birTuw«j'iE.|hril]J<i\'fi 

The ^»nk'« cmphjsiJt on ^^futtiftod 
dt^clnpment dunii|^ tht yrAr W4* |mttXTi^ 
Ij^fty rcf^EScrai \(y the Uwrn «t<ctrHl«4 fnvt 
iht l-'uTkl Elirvtn ham *o(. tiling J*W,IWIV 
C3CMI, or about J I hud of lJj£ IHuid'* fl»^ 
ltj>ilin^ in t^^N. ■n-^iTc devi:if£d to t*i« ik> 

Irj-ihiiletJ AS fnllows: iHiiHitn «iNfl' *ww»t ' 

For JJ3,f4JO,(h:}ai utAfff i»i>pij ^d jr^wl 

fmi, 9 for t29^, lOO^rHW, And 
K tnr $^0 iniUioa, 

The 1 i ap-ifiilfitr^ lodt 
US |>iOvidc crtdir fjicilitia i^ 
lifid in£diiiin-si;jJe fflxmETf tu 
prddL^Eion iiid pniduaif ity r 
il I miLhnn in tlfet Imtfivt,. . 
-f^n/iiffciwrrti in Qlile; S'JiKi.'.Jon lu it* 
fi4Mu^ N^fittml de Ctm,* R/t,t f null ton w 

dura*, 11.1 ntilLon to ihc iUmn A"*=»«il 
^r Sif4fil!iMii; $2 rnlllidit f ifong wllih |l i 

irtillii^n friTfn the nrfiiiunr cijpii J i:«9««i«i|< 
to thr /J.i.f^ri' W^iiatul Jt rrfnwiUM, ^ K 
miUiqf^ Ui the Bimcff Niifffftd d* t^m^mi 

TTw tithet five dpimM^tMrJ \mm \tit^ 
iliidcd f ^ 7 milLlun ifj the Imitfwfit C^im. 
fv^tfo */#■ /tf ftrft*ft*t,t Aj^fArtri fm m »*<tp^ 
twn *flid faim ««iticmn]| jh''. 

ItUTihlil. JI:l,<IH0,Om> (aK-Xi^ ■ 
IWWIi frtim the ordifUliy ttpiL 

pniJLict in Nnrthwcut Mmcjo. 12HJ im^lJion Mb 

the f^rptfhik af Peru fr - ' ' 

iipmeni 

rruKicK to hcip the l. 

l4indi«i in Pf ru'^ eiAiitni |i»nj{Et^ and 
out] ( *lcj|)g iirjth fJ,0^ft,t)OO fmri* 
nafy Capital rcs(7ari:«| lo Hk ff/J 
Piffa tn fsRAnce rh* ^rutructioo 

fiir imgiUian in Snuthern Po'ii. 



I 
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•!"'. b *Tt(? drtJ^Pd U» pro- 

iwn in tiobvtA, niie fnr It milto^n to 
mtt tmitffrt*f^ S.4.. mA unotber 

iM i!<-*lljr* ftfMn thf fjniadum ft 
^h ihc Bjjik (ilinM3jj»£i.«'|i Eci rhc 

■difuiy capful rca-Tijrf t!* ) to ^hr 

BkTizil's Nwthwtst. *fni two 

ll 1 mill tori frenTP fhr li^nlhiiry 

sr indusiimt anJ r^rin jifofcct* mi 

c ottttt two Hi^Ht^tUii «W mrmu/i 
ituileil 175 mieiimii la tfif Ct^J^^^ 

^£l»in to ifhihiliLMrc Bitlii^ii^ r>i 
liiT rrtmo urn! S^W.CkCiO lo tht 
AiW>'>vW ii^f CfmtNhi a. A., bj tTE- 
citienl filtnt It 5ucit, Bo4rvL4 

Icons incMeiJ #14,4^0,000 to the 

;mte of three Nnrthei5i 
I 'Titjiltzd, Jniui Plpinnd .irt^j 

^^^^ NiiiJtion tQ ihc De^jmmfni^ 

^^^2 n;iiE|j4ir In rhr K-aJei; ij'ttcm 
^^^ipttitfi '-'f O/ififi; IT }> m\\U<H\ 
%r:l^>MMif ff GMititrtHAfa im wai«r 
rr> lOCl wialt {juntatijjjiii rMrtmuni- 
J7 2 mMttiin t iiuppttnilicMlnl wtlh 
hcHi frrtjn fhv I'lrtlirt.uy cJplLiI re- 
ifO VrrHrtltel^ y fmtHttht kMhfH,tf 

PjHtt0rM\ ^yr rmpfoiicrTKtK* m ihe 
JM IH t!wP4(lA. VMtlu Cabtllo 

: five bnuung Icuna intlndcxl |L2 } 

|itfvTtv« «fvit«s, ni J Uijje arhxn tt 
[irofCKl Ixin^ untlertaltrni hy iJtr 
*///? "/ Biti^iifn Anil i,A tmn 
Uxtn it^ $'^ nifill'irtii FTiifn iht nrJi 
mu) ttsiHirvE^ u pnn'Eiiini^ t.iiTit;! 

ft, S20 rtidkiri M ihe 
,' HJut^uif hn fht fyn 

^^; iJii' hon«* *ft *iHii-nj& Bra 

A^ m,0}t).UCHl> (u Ihc <:m l'trT,tinu, 

g-772 0-67-22 



in ^^ .,1,5-, lhr,,uu-ll. ul i li.lt ajv.l 4-.\"'l^. 

Omi to th* Itfittififty 4t U Vii'miJ.i of H-lofl- 

The rhfct tt.iUJlU'U^sht'tt leatu itKJtided 
*l* mfllinn til tJur U^ptthik tf ChtU for 
I be tonwtiiction uf the DkIcaii pcfCcoti of 
ifw Tnini-AjlJcin lliyh^Ji bttwtai Vi!- 
(MfJlJuiv Ch\\t:. ,rnd Htn<^i*m^ A/^tcjiltrtir l*J 
niiliHJm. ta the Ktpff&itf >'/ dmirmala lor 
.icce» rnMli. md SiJ.s mfHioji to the 
W. (.iMiitk 'ff P'tfiAKid if Of r*nn-inMm4rkel tojwli. 
Ill I'lnirnu 

The rUtfm pnu-tr itwri^ one /oe f9.l 
ntiflian |jloi(|r tvUJi AiicitheT tor (^o 4 tth\- 
linfi (rwii thm ordmnty tJp6t*( resource*), » 
fktTJincing i ^iH>,iHKi kllitiwjtt fiu^'cr en pen- 
non ;|irogr*m Iving iarrnjc) out by the 

III hforihcj^t BfAfil 

Ulie n lUe niniiitftiif \%tf.nK imlucied $> It 

jiiiliioii to the Ktff/thffe vf Atifmmi to on- 
pni'te rocdjioil di^iktin^. $1 inijjii)ti^ aUu ti> 
the Hipnkic of Ar^rnifm. It* imfurwt 
nir^nur|:kui «(im_j!lifriui iratdlnij, $1.^ mil- 
Jimii to the Vtifvf^tttitui T^tnfi li ftdnHif 
Satita Mtti^ Ilii ffae etpaiijba tlf !ledukyli~^i- 
u\\ trairiTtti; At that Mriiv<t*it>^ m Vil- 
pjrli(i\ Chile; l*^ milliuD Lo iinpfcnt irun' 
ii>j4 m ftgtjftihLtrat iciciifo ,it the futfrrritj 
**! ChAt: i^ > iTnllJi^ni (n byiLd and aqrindl 

fatrlitjcs «t thr i-'fmtnii) of Ammi>tf» m 

MfJdli^n, Col^imUi-, J?.^ mjliioii iW Ihe 
e'c]ij|i3<ui!i ijf the fitlhlics of the I'tfrtttry 
.Uf .\.tiititMi tit' Caiejmhiri m kniS iifher 
CoJonniiutt citicn;. SLJ mitlion fi> the tUtfiffttt 

S,ifJt'tt,tU d* (.t KtffitkihfMi J'fiitltt i«> tin 

pro^T tncdiiil ttnl j^riculturMl tntniiTi: m 
Hniitt, J'LHii^tHKJ ro the HttpifUtf J,./ Pm4W.t 
to ^nljHiUi I Uiidrnt Ioam f^iDil, i<wit St.g 
njjMirhii h* tljc i'nff.-wr<tdHd H.W'Untd lit 
TittfiUit hi imiriri^vt riisltuctiuiii jml rgKriich 
in h4*k «icn£Ci iirtd khem^kjl c^j^inecrmg 
in PjiTu 

SfiL of rhp eight j^rwMi0'<tm*m loati^ 
*TH -IcM.titirdi lo otiiNiiili ii:iliiiiwl luii>l> n.t 
iJtuLify ctevfla{ift)eiii pnijftLi* iii4 ciiry tmi 
sjj.'ctiTjt t't*iiNlni| stUDlic* i-vF !|"rriiiKit!i THfv 
*fFt $1 * ftiiNinn tu ill' •■■ ' ' !■ . '. 

i.'rht: M L mitlio-11 U' .' 

j'jT*.,! fl tTldltixa tyi 

i.4,. m Mexico; f^tXJ.UiiO nu the Rrp'rti'tu 
»i P'ltf.i^itayi %y\ miWkm In the iitpUkU* 
5/ Ajw. jrhJ Sf % jnillKm ttt rhe Hrj*ni^i'H 
n( f 'i»i;f».ti ThfiHie ftiaJt in Axjcturioj, 
Mcsiaj iiikI Peru wcrtr afsci ALCoini^anied hj- 
IjigO^ rrtwkJcrt CfiTJTi (he rjnaiJi.kri rtiimtan 




uigiiizea oy 



I 
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whiih ilic &i/>k ddrniEiiit^ri. The <Ai^t 

the htifUMo Agrarfo H' f^tt4t4gJM fm A 
ttai^otUty sfUtly «if t pn>|«Ct to setllt ^^)CIO 
fim) t'jjuiliin m ihut rMtkitt » ipunifly 
MHiJ'etl Ailintic <oj«t.it tt^ion 4ml I) nid" 
Ihw t<« llrc Ctnitui Amrfuf^x*! ^nk fct fiat- 

vrstmcnt ttudk^ tm <i]ic^<fir pFl^^^pfts 

Thr fiit tii i\itctai dur^ttl during 
1966 on loan* cuttendcil (ttm iht Furkl for 
^tecifJ OpcrWKMw tmjjitd ttnm 2% pw oenl 
u\ 4 per «nt per jiinuni, wrtupdiiig to the 
MAiUTc lyf Tbt pojeiLt In niiitwan, i tervke 
LhdFflC tjf J-^ of I pCf iCinl: *i4 ipplid 
whcM Ti?ii\kn^- MnM rtiT tfie li^uu vttt o^ 
lenJftl fnf Etrrm of Irom 13 to lt> yfu> 
Lfkiti^ Im rtitlMin*! j^^^eitiflienEi urnJ 
*<ii«e ^ovtrnmtntifcJ ijjewiti *£re etlrnJcd 
tH] the tiit^it o^ (Ik j^neriit rBpurukhJhtf Lif 
I he h(i»m*er: m o*het tusoi ipa-sfit guit 
*rttcr» were of)#iiiiw<l. 

iAtni ftptKdifeiQct hf the Built irmn 
tW Fktuti fat gpetiiil Opctiliuns *r« die 
uf^hckl 111 the foUowin^ wttioij. accTifdinj; 

■ AgrkulrMte 

• IniJuiiry iinti Miriinj^ 

• Wjttf SLj|ijVl^' uijd Scwxne Sfftam 

» Tr.ii:ittprt«ltb|t 

• Ec|lK4]tiO(l 

■ Pmn^nbiVEnl 



AGlilCULTURE 



CHUE 

in mti\^ X rp>w r4% h,^ at Ut,f ti, im^ 

^ihLf M^liD (Ihilt'i ai|JHt(illiirj| «tlt»r 
K4i» HifFerc4 « perinil of ddjiijvt DU^niitkirt 
Hr j|eili«iu- >^f iht ijn|w>n4nce Mif ihth *a 
tor 111 the oi^^nU ccoEiomv h*» been one of 
fVr ^irniiifiHit rAceor% tmpoJing hii|B^ «.o 
(irimic |irp*'tli ktj the mimn At the Mtw 
htm, CMt hu trad lo tncreaic its im^ti 
oi Agrmilntriil pmducN. imm f69 [mllfon 
t ytA¥ m 19V) iM tiAt rniltinn tM 19^1, 
tthite ill fJijKfltt of »in:K ptQi,1i)fE» went 
^Jrifhlly iti>*-n dtmn^ Ihe perrnd firtini ||6 
tni>l1iii3>n thil y»i tp 13-1 mtl|iot> in tWS]!. 

1>Ht llMM win tmbW th« ^tfP/rflritf if 

i)Vijn«'ir,/f> A/^fiiptiMmaa to umilokitt fo i 



Kutlittutv of ttv 

ft^ kinJcr Ik Slij.-. . ., 

S^itdtt ki trnaM' ii>d Mi«kipiitii.xiJ:'e ttrFiv 

tfi fkir Jnvwtfnefjti %1»:ii|;ncki' t«i r*iw tto«p 

|^irfii.[i!ici«iii uml prrsductivili ^i ■ 

mxi ^Aruvrn *ie i:afp&ted »»■ 

loMt im«)r ibe ujed no ftivtocr rechaml «i 
tiitiintit lervicifv tclafei) lo ihr ptpjjnrw k 
Thj* prcfgnm will i:i*n"ii 

|Tcrvt!.&:l! tredir |3fOgf »m 

fdiiTben, which the B^nk lit ^ : 
wiih A ffr!i mLlIiom kwi trinn the Vniridl 
ProjgfMfl Tmit Fufkl in l^L T1«t ptP- 
jetiHiii tiCEtcfited Kune hO.OOO Urm uit3om$ 

The hatk ii g^itmltt^ by the Cfffffrtu^ 



COLOMBIA 

mVIDAttOM ^NQ lANP SfTflfjUlNT 
tff.7 millhm 2S-|Hgin 3'iV lBai>i cl t^tllt K Ifll ^ 
Its 4 mtlltan dod 14 J miJhiHi Jn C«k»*rtUwi pM^ 
«i:»Tir#«r, rMITrTUTO COtOHIIANO pf U «| 
fOHMA A{*HARIA 

shjjrgo;t With implcTncfiMn^ ii. 

ir\fm Ltw iidn^ed t-^ 

Vl\\:i lain ilrrlJ help 

ifir-is Jitagfi o-f rttn in. ■ 

llcmcjit pfiijccits u/tdcrw«> in ihc 

rfltnr tjf Botiv^r aiuJ to nnmfiJjHir < 

the CfepirtmcfU of V.i' 

lillttt fsrojieci w^ll h- 

potMtiti A*iSatmi4 /?■,. 

r.iAridi. Ihc Agency m dutije oit 4c*vtepM|{ j 

the Cmv(.a Rivti Vntkf. 

Ttie protoit by -"ii ^ 

tNCORA m SotjV4< ;en » 

south ol Ibc iity (4 CjrM^iea*^ Fhe »OtJ j 
oni It/ lite fjpiA M»ge. which taU» if«t ' 
impfHivcjnicnt of wwnt 2ViMlO t^in at Un* ^ 
lo ht ^ubtlivjtki! trita 43W htmt, a Hi 
'T«,3uo, of whkh the B4rik »iU flMa 
tMi<4oo Abmtt 700 r«EOKI3 sill it 
b«ncf iiKJi tvy th^ |irofeCL 

The f Kifen to 4iier u»<kttikf»i 4;^ (It 

t4r^<trrf^^e»id 4</ t^Wifir ^*^ C-*^ •iD *« 

Liirri«(J «H>t iti in itn »f MsiODti tan 
kmmn a« the nold^Qilhi-U Kcty^T« 

The ftrit iti^jt of tin. . t. *i|i 

result m the iinpro^r.'. itttii 

*ilJ cmi 4 icitAl i»f 1 1 . . ^ 

tlic B<fi]i wrH iinvK« p* ; 
l,00(> fiutflc^ vil\ he t«T! 
pmjact 
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^sb^< 




maih fnf fbe nreojtioii oi the 
lulpui qF the Boltvdf nmc a » 
rat fivt mA ot^Hztt i'm\m by 
\ottt oj' $6.2 mm'KM j^t\f and 
the RiiiiikniJiFi-U Unji'in-ToTO 
K? to A ecdl of in 7 nulJion 
►15^70 The imti ii ^uriAietd by 






IWC^O KftCIOWAl Sf com* *KL* 

■ : >■! « »i ifiit 

■.il rcBoynrN 
iivRUuL ilrvcbpmcrrf ]irajctt».. 

■t: JctiifcJ thuit J 
. urrwicy sJi"hiukl be 

,IH1I1 liif (he ndunATV r4f<l.ll 
iImtJ it %rtti thiji liukn m I'linj 
M lYoim ftic I'kintl fot SpecwJ 



NOUSTllAl CREDIt 

n4 Sr.<5QCOG in «•l■^»l.a|| 
iCO MACKlNAt Dl P^iOHtd 

2 il»L- Ifi'tr .^lnt•^n.Jn [t,mL e* 

piiA xmA ihc uthtf tur 4J.^ md- 

belli 111 MiiilJ iiniJ inrdrutnujlf 
VtiJintxiAl crticrpri$e« llic pm- 
j^orgneit ^u rufit pifTtdMc tiwty, 
flic 4tvtfiififiiJon ,iitd hKtp 
Rpirfne *n AiiMt [t »i Uk lejL*r 
irmber of rhc f.*iiiirj| Amicrif^if 



pK«c«c)> ^T* the ftm lodji lilt 

20* tiiiliMtntl ottiits, Tilt M!i> 
tfi^leUi ihe /l^L? lo *-rtaid 

IK lo4|] »dll teulilc (tic f^irWi," 

pCdnliriu^ i|y pfdgrjitis m tJieu 
till COVET >umr ^if per am* oi i 

L lip fcp K * mi]lu:in nf «Ke 
de>N:i{td 111 Linjilii fi>r ttt&c)iijni 
>lt f.mntr* jrkl indtutri^if(<w 



MEXICO 

|) I'.'OVl'.OtV IS fmm^ 4"^ b«..» «| Q«, 

1,14 4itJllh»r^ tuid t7,DiD,E)O0l' Mt M|i.«l|;«|t p^MI«t 

Jl<>rrD%#i KACtONAl tlNAMCIMA.. if, 

Thrs Tojin, ,iIchij^ wilJi ufiKil huf tor H\. 
mtKi^Mi (ftiin i)k nrJirUf],' LipUal resotirfti 
{po-ff l«K *ill mjhie the Guvrmm^mi of 
McXK^o Ert Ciifn uat ^ ifr^jj^ition piopiirf 
IM l^ie Nbrffici%lrm jwt of the Stjttf of 
5^^w.^^:^^l. rti ^n ifcji knamttt as B\ Sabitdj ncAt 
(he Sl-iHe rtf Sdnutii^ nmt Oiun Niag 
v«*,i«it] acres »t Isiixl m EI Ufr(^j Villey 
mto ixi)trvatii4i 

liiB manmrm of [hr pr^ijei.l will impn^tHr 
(hfr ljvia|{ <E4n<krd» ^f wrtTWj' li,7fX] kmin- 
mnte fftnnej^ whc. with shcir Tiniir^ 

pet^nnii Alun^ %iih liw tuflitftiLtirm .of i)te 
h*Mc tfti|^ion, Jiflj-uutturil (kvi 
4.\vi 4ttC(Al ((nipirvvcrrKnl works, MexR-ii «. 
Dep.*itrnffit of Hrclriuiic Rcwi^j-i^i hm 
.ItaittJ * pbn fur tSr iwdtrfly ninmnrni: ul 
♦HtJein intft ihe jfcj icn firilff Ei> en^urr tHc 

Appriixuji^t^ly $<}.y/L\i)Uti ol' 4hi« Imum 
will !■« Msed tD fovei- Jo^jJ omt* iiti-oiVctl 
in biJldutjt the tmgiAion lyjtem tnij the 
iTmjimr\g 5t.W,U4'N> *ill he iUcvrKcJ tt» 
otidi nficiiij ilrvetupmcfit tcdom .is Ihiu^n^^ 

h ihf UimeiJ M»iiL£j> StJEi'i 
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NICARAGUA 

L? -* million fVsm (he Six til Pro^rrpVi fniW: 
hfnJ 1u Our /i.fMt*J S\iiftft/.it J,/ Sttiit,vf;ft.t 
tn iin^Eitr (ixdiyin- und Uin^-tcfiti ttcdiipr 
iiM- tnw<ii4i»iir»e Fjm^r* Tin.- pnij^TWi, 
■whnh *!A> Hoiitnci-i td iiKrtJK tht |iruduc- 

lr*«K w <>ie ffninirj^Hk-. I*cne(p(ffd »iimc 

Thii lt.«[i wrlj fniihk ilif Jflififfi'i' Nj^ 
chy»*ti to uirrtJotie tlie j»fTJ|ii;f4ni in J kiicfit 
aM iiJilittLMi^l l?,i[MJ4l riiJ^I i4inilKr% ftJlh 
treJiU fij* Li» firirt rmpn'rt'rtfwriH. Snnut 

t.(ii>Pfm5lv tine: tUnk ej(!c'Hiittfc * itvu} (or Si *i 
rMil'li<»ft (tfny iK ortlimnir ijjitUF ■PCHHin.c.v 
||\«^C 1*}^ U> ihc ^tVio N.*ri'r/W4ii^ lo irri- 

PANAAW 

t1 <t»IPI|d41 It-ymaf iK\ toon dt &p4 I?. IfiftA 
111 7 MIIIqm anif SMOMSt in ki>lbaD|. 
MaftBit^r lAMCa ttAClONAl DC PANAMA 

nii% li^iiFi a line mI ilhin: tn^iiJc' Uif ihr 

iMirik-e lite Robtea, Plm, VirnHrF)i'« run] Jc- 
■n:!' • ■■n. tn wh\<h ihe cffpm tjf 

V. . -: A^vm iirt irt- \vu\jii ai- 

'i*r,'. ■-Irrrttc the urowEh o( JilX 

nir.«l 4f^tj.» i^jJlii ,t Jirt^l j^ei u-l t *i uhUwu 
Aires 

'Hm^ ilciAD, ilIum^ wilh unc InNH •Tlie 
ordidirji' tjipiljil tt*^l«rl& tor II.** rniiljon 
tp«K«f t'v'), wilt 1^ mv>i h iht flriw^P 
Nticmttni 4f PttH^Hfd lo CAtetid creditji for 
fhtf ilrvtlupment o( mt^L ptjck ^iiiiJ ptHil^fy 
prctalucrittn V\^ !■« flH.iitHP a/ the lu.iii 
111,1].' I< iiHcJ tor (cthiHi-^l .Kiit^unut wrvifc*. 
The in.Mi 1* uuiiriimct'J K iHr Rcpiiblit nC 



> ql NEir 11?, I^OA 



PARAGUAY 

»JHIM. CXtOl'T 

>6 milMi»f :i3i ^mp J'.^. I<i«>« 

• 114.4 iiU'lan iMiW 11. & M^llcir. 

»«rTn-*M lANCO NACISMAl (»t>OMENt(^ 

thmt 12 (i« (Tfil of ihe nuiKtirn ettvttjetii 
ulijf attivc {vppLl.iiii.Ki wid mtm *iin»c 
lhrKt<Njnfi« of <he nifuffi » Inrn^n cjt- 
rh4ri|!e H(i*t*'ef, jkrinJuifivli:)^ m ihu. »&;- 
lot i» Ittwr duF tv inAiicquAtt inltititiatdiuire, 
<,htn'tage oi u,Un«d |^«n«Ofk«l a. \lfrlkicrii 



JjithJ tenure ^vM"ti ^p'H .M^+fMt.i< 

frp (VAi ■! 
UM milfirit* I 
|^lnl>j tti ibc !■ 
(it (wpip r«iHed|f t*iiir til lUt3,c 
prqvidiMjj troiifet lor ^irwi 
[■uiler ittir pri»^r4m «.ime ' i^t 
,111(1 tjiK.fK-r\ d^tarnod (ftvlit* i 
llmf firiiduO'iVPli'. 

Ihii kmiii liriH mwiirkhriJic »H '.lie f^'' 
tiun oi * i'wthtr «(ipe '■' ♦♦» f^'iKTv 

1 1 rtl H1j|i J MH 4! 

UneM .ip^Ti- 

]|>J4I Wil] bflS IT 

fciit riiiif ihfi' lictic^Kurici will p«r uj* * fti 
if^ar Tht pttuceili ^J ' ' 

(o jjt*.ivi(lii? ilir»f(- r;'i. 

urcihf* l«T (VPifjirim 11; , 

iJiAic I'lf fafm iitiinii«h« nytJum-" •-• 

«quif>menr: tiit comt/urtMon ol (*rm it. 1 

iKti. 4ipJ ihr ' ' ■ .i j*«iil!i»f, i^- 

(irq>i|i^ itid !■• • -T 

t.<J> tu 5l' ill diiili mtf E4 

uMbri to fiiurnc itvi^tuiJdJ iUuutaiti^ ttiu«d 
(o Ihe cjrctuticHi of the pnt,ftr»pn IW 
likin 1* i^Hawnlnni liy idf ftrpuHu. ti| 

PERU 

COWF*L>NiTW £if¥«U:iPWfr*T 

(IF 7.^ T^IJImo ...td »2 4 AllllKHI l» MilMt 



Mi«rt M* (Vrui Indn 
whiLh JiL~i..inHlnH tat 11 firr > 

lionS ir milhwt mh.ihftihti. .. 

iti iht Siwta, which nDUfick iu j^r* 

Pcni t l^nil iPTi* TJit liidfjin liittw 

l^hicll MV fDtlrentrjrti,! Jo, ihr v^illeY* iiiiij 

plitnsii(t% rif fhe AnJrfUi JiwaiiUjn '-iantj 

hjve (ciruvNevI '•obtcil frimi 

HjKifirt'ihC Am) »«>-»*( rfnuirrstr 

1.1 J, ^rulturil, jinjirufjtr Mn^ > 

f\tn. 

Ihi^ lotitj will (ontr^byic fiJ tlw 
jh^.v 1 1)1' heLptn^ Vent carfy iMit the fn 
Hnigi? m » fit ttjKhinjr plifii i4m|;iiMMli 1 
impriive the W-niai^ <tt»riomic .\nA -ttffu 

LOni.-t<n«H!l!^ of thrv S4',l!.1>ient .rf 

TTif j.»ro^Mirri 11 bcinn LjptriCi! 

miied otW iif f :i3 ^ inilliun 

Ihe cKQcut^dn ol II siiib |^TO|ccta (0 imp 

(lie lining Cimttitiii''4n% ■uf icvfn TfiTlht* n*^ 

inuniri4fv with iit iKM <»/ 

uiilci .in J It fojmljlitin cil' 

h^ljiljiits. T>ie tfgkiini njiJi.... 

MiinlAru. Mistti 4d IkMtllidn. I^jno, $M||idii| 
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The i^fvafCiEi mdiuk rftiTrXiVHtMurc AnU 

lut^l crftlif, FiMiiiWicrirti <fkJ vntU ntiral iiv 

ijiuirio. 'ir- -' ' -- - -. 

AlttHir J^ f<ct cem i,ii (tw to*ii wiM be 
•letiivetl u» fl«r diCi.|h<4tiN»if kC n|iiiprimi< f»tr 
ll« pfti^iM, Uv pet lent ui ^rtjildoiji, itu 
tci^j.U, 3t\ f€r tfiiit I'll' ti^tn pri'^r^m*, j»^< 
ihe rvii*Minin^ 10 |i*;r fctil tn •tne'i pfiKJl:"' 
^r)urrnK(r<L iKicJ|vrftiitHiii. iciiv^'tiF amihi 

JtH'^e 4Mt( IHilM 1MJ I (KT^ M 1*14 1 > J<«F% I 

^VWT.mX] iii«)> fr y»c1 tor tll» tnkttuil m 





- •'*D« llt^ iMIt #t 

■*'■ CO#PO*MIOM mtANCmiA Of lA It- 

Tliic ldrv»r ifca: fP" i»rieii|tlMrrpvl' UitiI 
in Frrti «* ib cjntem iiim^lp nr/wm *K<J» 
cmvrt <S* |*f iciii <>i the mMnin tml k^ 
t:tiain4» f<*f it»inc in pet vttH a( kU ^(^b 

l^4miln^ Ijiqils I* riidly miiporttttt to tlw 
n*lM.-«n''s econodnw b1p><'e)ofKricnl, fiiirt of rliif 
tUlr uw4vrl hi.Ml 14 irmtkltiMtCil To u.r 
itct k)llJ lUUJillnig thp L;Ln\irnmmt nt Ptm'i 
lyiM Agr«rMFi Rrf*iwi Ijw pl.ited hiirh 

m^ pcf^j]uiij» oi tin* rexi-rwt 

tjfumcf in ifMr;jit<E of traTi,ijtt<iiix I'biUkU 'itrr 
d|;fji'kiii frf<vm pfti|ik.iiriv will minrihuir 
Hf <b(r»r fwifl ebrentivT* by helping to srttU 

jhcmt I'.J^O l'.ifm ljjrii)iti irf iti ^rcii iii' 
-'UMKKI' *Kir% k.iif Lrul iit iIw LV^jmncnF* 
cif HuiiiiiUcD tnij Sah Mjirrlrt lib rUi- Mii,ill,i^'.4 

■i ftj|n]]jNfiin ii( inoTC than ^Dutit^ inti-ih. 
Idnfb Ilk iiiMiini t«r]K«n ir)tilrt ii 1 Vtij^rr 
Hui* Mhickt tuu A puptiJJltJun ai 6,000 
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Part N IwHiren 



FUND FOR 
SPECIAL OPERATIONS 

OptrBtions/Ffscal Year 1966 




Tht f^TitiJ vfilliinitf pf lEfiJlJf^ vfitd» 
the fiisk t^mtmi *fi IWM. frtUictA! m 
IviFjifC TMCukirc tile Mi4ri^iii>1 i tuM r ihiJTM^nn 
4iM4f 1^ thf Hink'jii mcmhri cntiiiinn tk> 
the FuriiJ fui l$p«fW 0|'^c«iHini uv t$Vi> 

Diiriftg i^ffift the n«*ik'i ffleoiibicr ctmn^ 
tt\ci t.TMi\ikiff\ |ii,)rnjrfi1 tm i l^ttfi' mi 11 mm 
4rK.i%«ie in the Puiitl'i (>Etti»nd w|iib1i cd- 

jXriiNf^ri IM^ mitlinn, nf H>»i JnrrMt* #i«, 
juid tjf JuttF H>, I9ft>i the KtiiiM. |iifii> 
mJl^nfi. br r>c ill, I4«^, 4iuf i5# ihini 

The rtrij^iruj u^ntPihuhunt r»i< dw VhW\ 
«tfcf I !L4&, 3^1^000. Thu mm we# ifi 
Cfwir^ ifi 19*4 J"^ j7>,i*iA,Wsn ThM% ** 
*F Doc M, t-Wift. th< cdntrikiiiMit to tht 

4nd i)W P()iL«VAlant of llM.l^rrHW li) ihn 
nmtnrrbm n^ thr limk. Tin UMl LWfflhn 

jk^ntli ArhrAul Mpcfrfii^ in j^{*ii3 jwri* in 
M«iiu Ctly rf^aickbEd the fto-i^J t^f Lsftii 

i|;»iii tu^iwf^Htti; tiiw B.iinl('i iuthatifetl (if- 
■nl A^ wpI! u tfeic fpiAJMnvi nrf itl* f^tmi tm 

ff tiolf *llJ ll ¥MA 1(1 »)(• Ulhrtltifldl iO tfie UM1 

port, in tncmuh^ the ttwuicm d itie INifid 



I 






fat 9^.^111 j C»|<£tij^4nt Uf f^ ^fttt • 

Hinlt 10 Oif*ftKl Hn 
^ciif ^jm^ Ui QifmtiU'mr- 

[M^e I 

pirtdpJ I'«n4, iijf T\-. 

which f.\iiii^\ Ttav PttttJ n iiii m 



•itttx JtiitK LMi, In rmmttm m* 
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tlfHltl J^>«lk I 






i-ip4Ul, dot tit the Ijick dl t Jcimetiic UfHUl 

*Vijfr H* vilify IN mJuilrKl dcvrkjinKnt 
r*4ij(jTmcin'l:j^, Wdtvl* n«J* to uftjurt tot- 

Tlflil l^nfl *rlt Ittlp I pri*'«le ilrvifrvf • 

men* Bjutik m BciJiviii. the /lj;r|,-o Indtntrhii. 
S A ^ In t «rgr mil 4 «trd it pn^rutl t(K pcr- 
r*t< tntiustry « • utiJ cmi of tl.^ miHipn. 
Al««ir rt7 per rtflt fif thi* j:«t wJI h* [anv 
%ivk(l ti)!' *fir Ki«ilt (i«n ^M'i :^> per tctit Kjr 
the |5i*rvp> jmJ ii» wb hnr^'wei^^ 

rti 03CC*|inia> fircidiKin).' ji(tkmJ1s t>ut it- 
[sLkiKr im|*>rUs «i|*4nJ e^puru, rnotke nw ^il 
«Ji>fnr»tK- *jw iiKitriiil'l .inJ tttCPT^M cm- 
|i|rrrmem The Wn nk /sciMmntced by rhe 



MiMlhIO ClEDIt 

liKi.. *> M^t 10. IfM 

nr I'litf-Aum'rkcj.i!. biUik cif- 

spent! Opcttlumi to the f i";'i3>ij<-ir''« 
fhthhoin Ji JhfmeHt'r iCBt'} »«> r^ikittce 
iduftrul mi) nmmuf ffiecu. Wtih Hic 
^■rcviJA of ttu» Imh CW *« .iblt It* fj. 
HIM4C 12 \ p«XKtedt *l • lolil *ti»l frf 

% teetcin^ the Iimq *i4 tlly»>fedl 41^ 

I, |i^.4,0tk>, ;r, 1 ■ ' ■ ■ 1 mmt elatrw- 

Ill A^Uun uv!' ■ . ■• 10, iKtier tpc 

Thi> nri^ IuAjt altio|j with tri^Hhcf fur 
tiJO.OflO OnadlJiri d^illafj 1 psijirc I >*?>, null 
M^'le ■Cflf 111 nwitiiivH- lis >tv\i[\ \tTnff4W 
I the iiK^itriii^ in<i fnii^j»ri^ mmmcx ■» well 
. dewNte ifp en IMMI'.jmht t^* tmliti U\r 
^■-'•-.mo '7t the 

■ orti tKf CflF 
iji.v umm #0.1 ii* Mwn #«imn*i Cttt 
tt.' t'litixw pfoj«iL« fottlinr Irw.T 
ri Thrf'>. ' ' ' ihcTt 

R.*)ea.H [he '■' .irtiMji; 



Jrt cxicndinA credit* <^W wil) **0|!}i 



TdW ItlAtrilJliH, Alb-1 ^i^iJiifii^fl^ tju: tUU^U- 

tjtHi [VUftCTi Th« lewn III piMintttttd t^ tht 
e^AZlL 

(NCKJiSTllAL CltlMT 

i,.,r«»*r tAHCS BO NOKOIIIf «} MAH. 

ThH ioAn. toji^etbcr n'lth ii^oEhtr for 

|6 millHifi fnirn lite ordiRjFy capilal re- 
inuri>» ipifte it>), VI U linartcfr 2?. ptr ctuc 

nf I he irifl i^r AM lOkldilriAE rrtfdil pr4>^^?In 
in Nfirthcul tUmiil The p-rojsct rqife^ni:* 
i npT* *Mjjt Ml A ||[ioi^f*»f htpin In I'Jfil 
with the 4j.t of 4 SEfJ million fltwin fnjm the 
FiiiiJ fpir AfKaMtl C)pciil»(jin. T9k ^iw^>;i 
Ji> S'tff Jf<fe tin tirani uMtJ Ihe priiccilt nl 
thftt liMii iM hefp titoiuie prn^ciia rorth t^*! 
mjHimi tin Itich rmiluflri^l uimtrp *"► l>Ealrln 
(:htm»t*t pw^tinvti, rric^i.1 pmilinLlf, i^cn^fiu: 
hrm Mutl^n^K clAltuAE dppttani'» #n»f f^ti 

Tiw iicw phii»eH MMiJff whuh j ttrful 
mrfiKTiwiit mf *4S ftmtlJon in ¥wnc MJ Jii- 
ttuvlr^l piipjiefji' »i Lt nli:«i>pl^£d. will tciie 

ttt MMJibr /;ti:ni|-ii, The f^tn^j-n ^ill h« 

iitpm*(tr»llfHitxt Ao DtifHftitttmrtrtfi ifti 

ciHtfi^l wplb litK Jtrvelnpnuw* oC ll*»e Nk»rfch' 

Oil rt(j;iun, BtULtt HWWt ikpfriirJ atta 
Itw JoBH n j{4j<irjni:ar>i Jt^jf "he llnife** 
Sijie^ ill &rj»il 

GUATEAULA 

iHOilUlStllAL ttm f AiM C1ES«T 
t) mlllkM 1>yt^ 3'V^ ^mk i^I Awy *. iVi,/) 
tti thMia*, IM^ ITOO.OOO in qri*lietp4J 
«c^^** lAUCQi K aUAtlMAlA 

rhii> Irim i<^ ant ci( ilirn' tiHjJuijt }f< 
rki^lJim. whkh tkw Bank e«tti>4ci.l lu T«i6 
1(9 frrtiini'.c iMiluumil tatl tjtrKuhurai i.r&ji't 
pfLi^rJiniii deti^^cijl ec ^iirt|> Giiaicnulit 
iwhMrvc il« \96'i'ti9 otMiHium |>ii-U Tlie 
thtec tnclude thi» lotin /iir iJ imMKjri, 111 
i<h«r frtf I^.Z mitlliin t'mm the i^rdiiurj 
ijpiut rcAOurit^ ( px^r 16) iird t third f<.ir 
iMtfKM^^)", aImi imm Llrnt KuTnl df SpecuE 
Operiiinrit tbdk»v>. 

Thik^ linui wiU |]id«m1e otdil lor vrkAll 
M.*ic faitni jnil in'.!!!- ' ' ■ ' '" ''3' 
(.1 |*MM.I,CKtti nuy N 

d',i»ii,t.iiite to tlur »^.' 




I 
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the credtt^ itm] mr>thci $it^,ow *iU ft- 
dfic projecti fnr iTinoiuMng. 

INPUSMIAL AND FAftM CtEDIt 

I l^'rHi 1'%^\ hmP oi Aug ?. PTM 

9 it* i|i(i4u!>lvi] 
IwiBirn^.' IANCD Of OOlATlMtAlA 

This Ipw tiLpp|c-jiinTit!i thic ^mc lIc- 

Uoin the DrJmaiy npLUt tnrKurfeh (-pAgr 

ruijil credit pm^i^i iit GtiatcntnU. 

Ttic resoLkrces nif thi« Eoiin, iki^i^ f^^h 
♦he one (n*m the ^^rdinAr)' cipUitl F4?itnjrr«, 

cmJit^ in inodljuiil- iioiJ In r^-'H'^J^ iniju« 
I rial iind ji^rkulluriil i^iKtutei-'i. 



W ATE IT SUPPLY 



WJilElt SYSTEMS 

114,430,000 l^'vn- a'^\ h^ein 9* Hit 2f. »«44 

isf^«w><' UMCD do HOiDiJTE DO CMSli 

In lS^f>^ the Bjnfc ^^^r^nJcd 4 loan of 
fll^WtJ.OOU fmin (he S1X14I Prci^rtss Irysl 
Fund to help fwinct wjJer itupfil^ i]i'ftl:ent%, 
fijTw viitu^lfi^ c^m|>lfte, f<jr the cptta oi^ 
KjiC^I, RtVtfe, MjiHo, Tcf^nu, San Lui?. 
fiid CvnprMt Criii-i<de,, tttHJof ritaei m Bri' 
lil'fl tuiidcnievdoped MorLhejM. with j «otiJ 
ppulliinn Eaf mqfic than ? iihUhkh. 

This new iam WlU hdp (u hnanLt id- 

l?»*i mtlJiun. fur three more Ntifthfitii 
cttki— Forulrti, Jtwn Pessw And Anwaju 
The f^aiemi^ wdl mse. tht ntiinbcr uf fier- 
MWA recdvii)^ w*l!er s^mcc at h™ne iji 
ihnse i:iti« from ^^l.fioci ki ^W.ooii The 
B^nk't rin»nciiiig wtll ptovtJe Mi per ccni 
of [iic tmt nif rhe three pno|ettk jnd Iota] 




rv*iurfCT will cnvR ihc rtinAltiirij; M* |icr 
cenlr. All ihree ity^renu involve itw itttt 

tiEfUttinn of jtdtitMuiiMJ mlake fiiilrlicv wrtfet 
hreitinent. mil ^m*^ fACiTttiie^ eiipuit'inn 
ot the dtsLrUmimg netvork*, ^n*! inbiAlILr 
tifni nf homf <rcmiiecjioirj» jind. rneten. 

In FufUle^. tl'ie nsiptovcti vv^tetn will 
iMLrciUc the W4ter Mippl^ frtim tfi.CitiO tc< 
7O,tKJ0 cuhfc iRifftrj |*5r <l*y, enuugb in^ 
in«t the i.i»d« of eij per cmt of ihr dty'» 
mtimulcd iKipubtJfifv of (riiW],tXl*J in IV<V 
At pr«*enE nul^ | ^ per ceot of ttw popuU- 
tii.ifj 11 served hy home cTwinvttkmi 

In Ar;iLjii^ At prolect will tocroise ih< 
i^aaFjible Witter wipply from 2«,0CM> to- J6,W0 
™ttit mcteri iiaily, so thrir hy l^yo mjipc W 
per oen! nf hhc dtj^ 5 <stimjiJ.e^ poptiliJiniii^l' 

i2'^,o0ft wilt J* lupplwii- Ar ptewem oiilv 

Hi per Lent lue ietved bf faumc citnnfcrtiufl^ 
In Jojo P«s<w the pfojcsct IS jQifnpii 
LtJ incn^M: tJ>e water lupply Fnim I'^.MHl 
to il^CKH» cubic mtHtfi |>cf ilay m (hit tvf 
tOtiO 70 pet cent of Lhe ntunjtnl iiiMltkiU 
<L\ly reiidctiti will «it|o)i h-itm stirvtt^ A^ 
pfenTit fifllv -Ki |>ci' cent t4 tlit jtiiruljiwdi 
hjii fiiiih ■KU'vice, 

'Hw |n*ii li j|.oj.r4ntet>J by <It: IfirMoJ 
St4tica. or UtttH. 



WATEI &T&7EMI 

SI3 nvlHkifr Kt-^tDr ]W*b loon wT !DK 1}. tfW 
{IB ntUI'B.n Mid ^4 nnUtia'f In «?i^i«<lir9»< 
l^^yi!tmmt DEPAPUMCHm MUNlC»U tt MWL1 
E EftiUatOt DE «EIA tH^llOHfl 

hthi llurJlhJtite. t^plf*] kpf^ the Htm ot 
Minis Gertie, wuii * fofmUijon nf ♦ <iiil- 
Uuri. Ia rtne of the i^r^esf iitkw ixi BrijiI 
Only 4W,mHi nf <hi* puptlttnta *jc pio 
cntiv KupplJed h^f the tttf* w^tcf niffilr 
iti^^lcrn, and these jtal;^ icOefve knjJet;|kMklV 
piirifieil Witer otl ,l f«ti<Jtl«l ImJi Olw 
fcsidalits lire -MippLied l»y puhhc foiJiiairtt 
ind tipcn %tfeMiiii ITii!^ ^ifiuiwri nti\eit* 
itjelf hi, hij^h mnrtiJlry jml JTh1t^l1J^^f riici 
.md [lova i litijfr c^Acle o> ihe ftlf* ecfr 
itNiiikL dtvefopincnt 

Tht system"* miid(?r|iucy lui W<wie 
rren mnrc ^eriotu lo reiiiicfir v&ra due t*> ihi 
ripiJ j«Eowth of 'I he CTly s fHifwUmitt. *WI 
em ponded hy WO.OflO p.-. ■ * 
.ind ^^66 Mijfh of Om 
to 4 Idirgc (oHuv fmi.li ■•• 
iiffmne fjcnihcj whp hiv^ wtJr>i m •♦» 
sliwn* jnifpnundrng the nihf 

Thtji bact will help ruitiicr 1 2'V2 
nullkin pPOfect dfitgned to c^p^nd ihe 
^iptcni lit otiler tv mpfily tNO.QQQ 
fir 75 per cait of the cirtrfVireil mm 
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.im. LTlTLiniLiriM IPr- 

& tanjf . r 

A toe Uh t]i|]r: fIh: ct|.¥>tT 

r( Uttm ncrau 

11 J AiSTwM tai iMn^^ 



nd lit' pet QCTi dn^ 
[ ^ittt iU^^, i»thlwft «^ 



iMppt) ill' iMk IsltH o* 



I »lli<h ki bcrpn ..lt-f«J 

' III Jwir I'll ilw rii> n 
Oe(tP M th** It'll 4S ifinnt 

tl f I i1l4tH' <<«^ 

' •: ni. I ki1 

^^ . r 'fliU J>4j|li 



ify.lO p« ccat of Goate- 
Bib rani Jafaabitaati iMd 




, i^Utf^liMB4. Thpf infnaitn4l* of iht iMUpik- 

illf^niv wllMtl ImiMCntlv PRt «inp>uK Hill 
f TMAtloHi HftcUBl ifMl'l It) • ^l|^ 

«<ttiifHiph Uic CkiwrnnAwvii ol GtMtviHll k 

,dn4rird^<iu$ * raUiwul pt!9$iim ^ p9' 

L^i r.tidttEiuljL runl puipiiliMiun rjwr (hr 

(hrt Unn mil iimtflcf 63 pfr 'ffii of 
the :.] luitUm. t*?** mI ihr h««r tfj^ d fh* 

4i<tj|;,*im. Thr^ '<(*f^ ^"' '^ "^ ctiiifirifii 
(4«i ct %■!« b}iiei*n lilt JEK1 ^.i.»fliiinvmilici 

iHiAfK pf«»-KrJit *tl!t br utol |,4rii(iMfi1y tit 
cAP'kta' llW Utrriipi ivrNnf nitti el the 
^ifvtrrt U|« h> titP.'JOO of rtwf luan tvty W 

MKii to flCUtyi." Tr.TiUi4i*t ^iuHWi CcIj^tJ 

rrt ttw |*f#|Hi4i«iiK1 <ii indiirFdlLul jm>i)rfj| 
t4|i4citif] cf tlw kytleiM will *'r)r, idvp«iid- 
»iL|[ ««i thtf ^w c4 ihe comnMuiitwi. [(» «if» 
pfy ^cqm T? to 11^ Utn €ti w*wr pr 

VENEZIEEIA 

WATi-i Ai4t) irwACiJ ^nuMjf 

4T 1 «.,llMfl llyi*,.r ■'. I..f< «.! Hh-t. ^v. IH^ 
\%T } P.Mi-l-F, If. MJr..r«t'- 

»^f,rtr MiTimro MAuaNAL et ohm *ami. 
niu Ihit «ijp|->i«^i(Cfkh iiiititi^j (Of <to 

iqiJIhmi iiwn, ibiT txtliifviri ci^fril rcKumf* 
[pttfiE II J m ttiiili' iTMi: llfH f»< irrtT of rtw 

millnatt \'^aiiM%k, ^^tt^nm «ith mim ml 

S^^detufli'i wfuitf Sdfjpst ^it^ 4<ii^ii M. kin 
l*«unt (^ftTiiiltiim ii^ iiuliiyitiit twinii. 

LwVutU WlJ l^ll!*<»- f jl«Urt Art fnpE»CU, 

1(1.1 f^Jftto OnU* w *fl Uiuiotij Rtrtp 

juJrt iti tKr Wf .Jfy .kvelopir^ ej4ltitJ ptf I 

V^wi^Jf**!, thr iiBWitt iHJ 4utgjh of tiK f» 
1 * p<Ui4i ».Al*r *PiJ irtnjje Ltr<lnnt. *'^ 

■ KttTi.l *«"« ■i4T)il|f ii-rfUir* hi Virtu*! fcv 

Jill iiil'^ii iii]yr<Hi«ikK. whiiilt [id^ fiinyjir 




lurtlliiif* Pjuntutl N Mitt Mn m t t m n 
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HOUSING 



ARGENTINA 

11 J 1 mllhDit, 10 y*ur J%V tepH t,* l^» > l?4a 

»o«ro*»r Mki^Kl^AU&Aj) PI lA CIUUD tt 
■UfMiS AilFES 

Ar^cnlini. hai. a iHjkUiUg drftCil whtd^ 
tn 1963 was aEtmnlicd It tJlO.Wfi UFHii 
Tbc: jpe^ttET hiitmn Ai<rc» 4iviii tbcrftund&J 
M tottiic 6iX»,tMif> nr m-dr!y fiuilr tiMt Jiotiil 
b» (la lS«il-69 Mifiorul FJev dojw>enit Pkn 
the Guv«tnnrici.>t *.if Argcntindi j-ssi^^usI hi^th 
priofTty to hnmt ttwiMruttJori, tKipiijii t« 
buiUt tcwiifc ~71?.0<«) liauj« Jnd iheie re 
ip«tt jvt f fl m m ti n U V ♦crvircs dvrinn Uv 
I'niie-yttr pcfiod. 

The Oty i*r BiiWMM Ai*ei u cmrrymji 

tost of J700 tniJiion t» riAnsfarm j Ug« a^ca 

or the I't^ into ^ iiuideTn litbon LedJ.tr 

with jili iTOodetK fumtriLitiiiy f'(U"ilihe» m4 
4u (oruLruil a ncn JtrvclMpYntnl Ni htnu^ 

l>criMfl!i iti$pi?n?cl iti-tm ijum mfA*. 

UthJct ihr fHTi||jtam in uf)iui f:rrtrer (ti 
^1*,(KK» bHiiC- tor Jlr),fflH> will bt hiili, 
nt the Piirqiu: ALnifnnti; Brnwn ^Euin firti 
istii s i>tin' EijtHirb with I'^.OOti hmiics l«r 
.|i!i{|,U(»l jvnnm will b< buijt ill CruiiuJ 
<i4^i:»erAl B«lgrind. The B«n|4; m cunmLnu- 
iQj^ to fhc ficit ^ta^ III liMt. pnigrun wtlh 
mro Wfu tirtji]reig f 1?,'! ftiillititj- -thi'l one 
for $12? mdfitjn jnd Aiinlhcr for |7 mV 
Iron f'rorii the ordirnry ^^jprtil renxmc* 
( pa^c 21 ) 

TTkm btm will cml'lc Hie C't»wii«fjT 

Dinstnu.lion' nf i.lMM) housing' tuuti md 

thtjt" rcs|XTfivit icrvkc^i in f.juditi Gcftetat 
bd^rAitd Up iB tl^CJJKKl uf the |12.2 mil- 
lldfi hi^i ntay bfr dc^oced Lo tcdltltul Bl' 
iittuQLi! io-f ihiei rdjtcd to t>ie pftiigram. 

Th«e: luBM irr the wiopd cwitnbti 
turn of tbft ttink tn a uluttnii *jf Argen 
Una"* )KMi.«mg pKibJian b 1^67 rhr Rimk 
esilcndeil * loan for $iQ mfcHiffli Jfojti rhc 
Swtwl P«J^TMI Tnj« FiLTuJ to help hnjxict 
the von^mctkm of i^.WO new hcHuiijjf 
<linill fVif l|]W'inj;iim? ^iMml iri Lhruughnut 
ihe lixiuniry. The loirv \s niunntecd by the 
RefuM ic of A rgcRt I m: 

BRAZIL 

UUAh Hd>tJ9iN& 

ClIJI rwUlloi. c, ,.,-lr.i*J 

a.4fw«i t*h- riA HA«IfAj(lo 

Since \: .... enptncneKl t 

pypidjttrHi ^rowtli ma||;!i4i|{ bctwcffi 3.j per 



ueikf <nd i ,5 f«f sera « ywi. » f^r'"* *'^"'' 
\{jK> «viffgij^ed <V per ceh! ii\ the tniri Tlisi 

■.'^tl^^th \UM tlcH Ikt^I Fni|J.(to| i»^i *. 'J. It It 

^j-iiifitliii^ ificittse in tiiiWSing cun^tuctioct, 
Wiih the ftriitlt flut llic ti.tiRtn « 1**ii«: lifc- 
fmi 1^ cs)iMui«tl it i|iproKim,Atctt ' *»"' 
hni3 uniti Arid ri r^ktn^ «t • ralc ftl ibmii 
li»tKiKH> A fear- 
To icvene thi* iraid th< Bta«lnn 
Gcrttriidiifrvt Aiiupted • new htiuur^j; pt*n 
to fc^"* JMljyrwd In nwbijitt Cinatitul t* 
«;><,Lri.c9 l(n Imiteifl^ LiifiiklniLlMjn tiif tontd* 
RjShoj^ publii *ihl p<ri,*Tii<: cfttitn •n ttie 
tkehl li>ii hy paiviifin/i; rm i-nliva Jfl the 
lirriik of (WrkwJK: rc*d|iam*tif» pf "Hui 
'st^itjiitji; nitjrt|«t^ M*im:» 4jii> j iB3ulfu» 
iirtnr tn ftoi* 4Ji mmiiriu . 
H»c i3^Mr(> i^winhti J-, 

cwtiLPiiawft i^f 3nw-4t«H htiLmnB, mJ\ n t 
central clearing, cmlrt \n the orCttMHW tif 

Tlu4 !ti.in wril Hnanpe Ifli f*T iiaol id 
the Lt*« of irk iirh*n 4cvclci|HTKiit pfnftijn 
to build ilh»7W hfHtlfft Jivd ihtit rap«cii«t 
rt^nitliiJtilty WTTircs m f4rHiiLit BrjJiti.w 
Mii«i. The &jtfr(? wU fininit #nMtia Hj 

IKl cell* Up Til (Hf«^*«*f» f'f l*W ^'^^f I"*'!' 
he Jevfitol lo tftrhnknJ .ivnilimjt rtTltcd 
lu the ntettjtinn of ihe project The hwi*- 
mjui ij»Tipiinie«, wtiith jire )omT m*,*! *Tim 
pdiiics tugged in crrittiiL'Min^ sUkmn in t<t^ 
uhrt, Will biiiiid 15.56" nnil* ih<* iht i)(^ 
oficr.Kivcs^ lornied N low itifrtriot tunilia 
wiill tnuld ^,34*1 The pni|;ram il«u ppt* 
vidw tiir itK iLiHTrtnu-tnifl oi MhjiiK n»r 
iencs, diitpenuri^H pUjipnitindSj tivw «nil 
ioliuxal tflitcrt, sm^l nhiif* itt<l wipplt 
menury uihttti mi^ii-o. The hwi* «* |!:iwt«» 
feed bj- the I furteil Srjres irf ttrAijf 

CHIU 

HDUSIhtO 

>fa,Ci»,[)to »-f*ar I'^N luifv it Ap<|l U ♦•** 

rVf m^\"m vi^4 Ul.l>>Q.riOO ii^ i^uliIik'i 

»z„w,^.. COfllPOIACIOM DE Hl'ViaDI HAMt*- 

According tn Chille* ^lottniniK tc«i»*n, 
i\Krt! vftc J8Z,5)CN|| i4di^«Liiad^td hm*t itt 
Chi It! m liw%. B*t*efi> ■■ ■■ ■ '■' * 

l<iLtJ of KitMAKI tiftits TJ 

iHJih to keep pace with I' -il^ 

Ihie I if lie mure tkui h«ilil ul tJiitik tnjithbcr 
«icrr Acltially bytU. t.oiiicipentlt. tlw ftMVi 
*^ io twi? jjiNiunlcl tti NtitMKi iwiia. 
iAi [Kf ctmt iiii i[rb,in ctTttcirii Hilf the t^J 
JtT dtfil'l wJMi I'orvcBl'r-iiJes.ji in (Sr initn> 
f*litjn ^ritMjio itm- 1V» fcolt-ir the ppot-- 
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Chile has initiated a National Housing 

to build 360.000 housing: units He 
I 196^ and 1970. 
This loan will hdp finance the first 

of a program within the plan to build 
W houses over a six-year period for 
ies now Uviag in slum areas This 

caUs for the construction of i:.(X>0 
s in 75 cities and town& thrtHi/thtxil 

within .\ period of two ]rears 
rhe program is betn/( carried out by 
Carporac/on ./«• Sftt.-i.-n Uahiuui- 

a jfincmmcnta! agency risponsibU- Um 
ding hcmsing and community fjcili- 
>r low-iniome families in Chile. 
rhe total cost of the first stage of the 
>m is estimated at $24 million of 
I the Gm-ernment of Chile, the 0» 
rdm. the beneficiaries and other Chil- 
Astitutions will put up Si 1.9^0.000 

remainder will be covercvl hy the 
s loan. I'p to JlOO.tMK) of the loan 
be devoted to technical assiNtance re 

to the execution of the project Tlic 
is guaranteed b}- the Republic of ( hilc 

4DURAS 

N NOUSINO 

SuOOO 30-)r«ar 2<.*. loon of Apr.l 7. 19M 

tSjOOO end SMO.OOO Sn l«fi>piro>) 

•w: MSmUTO DC U VIVIENDA 

In 1962 the Inter- American Bank ex- 
ed a |I million loan from the ScKiai 
;ress Trust Fund to the hm.iiitf </< U 
tnJ4 {ISl'l) of Honduras :o help t\ 
X the construction of ""Ift housing 
s for lo«--income families and thus ixmi- 
ite to a solution of the nation's serious 
iing defiat. estimated at 40 jvr cent 
he nation's existing houses. Due t*) cost 
Ktioos INI' I was able to build a total 
')2 houses instead of the 716 originally 
{rammed. The houses were built m 
ricts named President Kenned) and 
M»ia 21 de CXtubre in Tegucigalpa. 

this loan will enable ISVl to con 
e the program b)' building an addi- 
«l 2,800 houses— 1,950 in the President 
Wedy pro|ea and 850 m a suburb of 
ucigiipa namexl San josc del PtJrtual 
''/ will provide the nccessar) urban 
ices including water, sewer and elect ric 
ams. In addition, four markets and 
r community facilities will be built. 
to IIOO.IXK) of the Uun may be used 
echnical assistance related to the exeni- 
of the project. The loan i.s guaranteed 
e Republic of Honduras 



TRANSPORTATION 



CHILE 

HIGHWAY CONSTRUCTION 
SI5 miilitMi 20-ir«ar 3'.% loon < 
1S13.5 min.on ond Sl.5 miUien 
totrnw^ KHMitC Of CHIU 

A nu|or obstacle to Ijtin America's 
cionoinK integration is the region's inade- 
<|uatc trans|xirtation system, which tends to 
limit the exj»ansK)n of intra-rcgu>iul trade 
latin Arrterua accounts for only 8 per cent 
of the ikorld's railroad s)Stcm and for only 
4 |HT tent ol Its all-vkealhcr roads. 

This livin will help sobc. the prol-tlcm 
in an important area Ixrtwcen Chile and 
Argentina It will help finaiKe lonstruc- 
tioii an«l miprtneiiKnts ol ( hilean sirettho 
t)» tlK Trolls- Andean Highwa) whiih links 
tlic ( hilean pitrt ot Valparaiso with the iity 
ol M e n d (> / a in Argentina, a distance ot 
J(><> inilcs The highw.iv then (.ontinues 
tas( to Bucnm Aires. aiH>thcr WH) miles 
.\Vid\. The loan will l<e dootcd to improv- 
ing sc^inetits totaling H2 miles m the 140- 
nule long ( hilean |sortit>n of the highway. 

The road links the large privluiing and 
lOiisiiming (hilean prosiiues ot .'Santiago. 
Valparaiso and .\».oiuagua whith have 
S4.mc -J million inhabitants with Argcn- 
tiiKis priiuipal eaNlern proviiuc. Meiulo/.i. 
whiih has a j-mpiilation of 1 million The 
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i^DC fc H» Vfafe^K Uitilion rcLiti^e tu llw 
j5ij)w jmrkoHr ol ^oth natnoni. lit toul 



GyATSMAU 



NOAP COH&nuCTfiQH 

lofrv«>, liFlintl? or OUAIIMAlA 

In I he (tj*< detjdr, t'dulcMiaJa tns, t\c- 

nuii vi|it|cnT Ai i| mu4<, M>tr n4loiM c Eirt 
wqtk ol iMVi^Ji tfuiili r<>aJi, wh4tK in 194^ 
c o M 1 1 1 1 v J ii/ lo\ <lhji,ii W mAa, luil in- 
'.reueJ w l'^^ iit nwr? thin Q9i miilir». 
>n AkliUNdo rn VJCMI miln L^f improve J dirt 

rrkuiciiu.b\ iWf>>A<) Coiotimit •ini.ll 
Soctal DevdofiitiPttt Ptjiu aJIs for <« evefi 

||i^ri<J iHc ncl^^rjtk mf (runk n^J» .ifid, Hi I-Ik 
uirw time, l ti 4ii ^t I c m c n i ihest with set- 
4ir>dliify »mj .icmk ^imh, mhrvx iack Iijh-^ 
iKjiilen^J the Jevdci^KTit nf rurii iirus 

Thit loan will hdp to FiiuriFCC jt $M 
iiitllinik jsmiiracn ^iKiLjirml tn tlie t'Lm 
fthKh provjites ^0f th« constnitHfla or itn^ 
||«rnv^mft)| oJ >^ kce(( itiilj^ with ii iMit 
length fif 49^ ftulc*. A^NhjI 31 of thtK 
nmdi, 19^ rnifi^i in Icnj^h, will 1* nyrt- 
|iJctdy new jiuf fJw est wtii \v ifw^iavcd 
ID rnvure iixtt veaf-roiiwi tiw 

Jn iHc wlectiofi of the hmJs lo ^c 
tuxlr Of (mpmved, pnarity will bt jjivefi 
1 1* thcK IiHlcing drcj* pf hi|{li Korifumk 
|<<i4<>ntiaj wiirli twisiimlnis ap.A nport ftrt 
trf^^ to thdie whitli tL>(ipl«i¥?fit iu^hhto! 
dJcvdopineDt prognim m nther secEon, 
unJ to Ihoie whi^h E>enrf rt ^i large 
III pfiKJiHew 





f^ANAMA 

ttlCfMAT CQMSTHUOIOM 

»i$ wiMmi 30 ^B4 :;2'4V ^Bon oi N»* 1 fm 

ItomnMr, ■erU||K qf ifAlMiAMA 

At (r«tJiL4»»i.'i "" *^i 

CktMdunwfir ot Tiunji 
vitkipmcfil pin^rniii 
P\»f\ to Jb-vir^o^f w> 

IMllhll^ I 1 tUlllkN^ > 

coMni J^tir ' "t ptr ctnl **i i**t <aK*»«, 
itMl HI jwf lOtl ill' M% jmipuUium 
iiiflULtc tiM: icont* fit S*nJ* • " 

I Mi Mui Tudhrr, f^^ur fhc i 
lUiil Tomni, M>.in1-l^o vui Al^.- 
P,icitii lOuUkT 

Tht ^nk Ii Eiippdctuift ii^i« «iv* 
iinrrtl ]>Nii|tritiM wtlh tlirte tim' ■ — ^ ■ 
miillrNi nil* out will hcjip 
nn-inittfrt iTr«iii in Iht «iioi 
Im^tlt ol dhoiil I ;6 mikca 

Five iW the t«u4.1<^ Itnt^itf V flUli^l 
wdl be tntiitlir new Tlir r— -^- ■ - 
ii'Ut^n^ *H in^ki^ will be > 
plctfii Ml ihut Uic> Will le I' 
^riiuMcJ. Tbt t«f»l *i"it n1 the i'M-^[v*J 
|^^<n(t,iMMP Of iJir* ^wm WA prr vea 4 I 
1>cui^ pKt\ idftl by rhc RjnL inJ the <^ J 
i.iMiniltfr ^ I he GwivtrHtntiH '*i' P*^k«"||* 

Ttit iprijiecr *» Ixinjfi, v*rrieii ou ihT (Nr I 

liL Worics. 

lei inl<!itioii to McifiUhni; iHc fli** «$ ^ 
iH.i.ii:n.ilv, ecfuiipiioeiii Ami liboi lo ■WBOte 
iKc inhcT wtitb ichr^luldi oihlcf ifie Pi^K 
MmiiruLtirm of irh«u foidft iv rtjterM to 
huetp incFt^j^ ptudiKtit^^ii tn the uv» tf 
Hi* I'K* cent iluriLitj; die ftttt f4ii* f>eA 



iLeCTftIC POWER 



BRAZIL 

NVDVOELtCtilC l*lANi 

t«i.1 #!>4Mkii Tfl VHr >'-%' Nan »l A<u« 15 IfM 



Tins Join, tijgahcr with oflt r« t^A 
mi I linn from itw ntSnAiy G»,f*it^t ♦e'**i*n« 
(pj^C HO J, will hn^fii.e P 6 I-- 
cofl of i |79 m>llioti projiea 
horrtTWtr'* hyUrotiktific gpui,,...,^ - 
tr» hktrthmit Bntil tiy )00jiixm] kiilowl» 

III IWtZ rile Cr'w/:i,«HAM ^/^Wr* t3 

aMnpriiiiy whuk fupp^iei clfictfic pywer M 
thf Norchciist, ofacjiinieii 4 tettn (or ll> 
mplltufi frrMTi ihe Hiiitd fw Sf«dil Cl||'^ 
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i to undertake the first stage in an ex- 
;ion program of its Fjuio Afonfo plant, 
r 225 miles southwest of the port of 
fe. That projcxt, now almost complete, 

bring the plant's generating capacity 
13.000 kilowatts. 

The new 529. 3 million Bank financing 
help raise that capacit)* to 9H.(KK) kiio- 
s and expand the firm's transmission 
ides by 820 miles lo various cities in 
Jieast Brazil. Tlie expandcil facility is 
cted to mcci all of the foreseeable 
rr requirements of the Northeast, an 

with some 6.2 million inhal>itants. 
igh 1975. The loan is giuranlccd by 
Jnited States of Brazil. 



CATION 



JENTINA 

:al training 

miNien 30-y*or 2'.'. loon of Apfil 24. 1966 
million and S200,000 in ArgtrKin* pttos) 
»«r: MPUBLIC OF ARGENTINA 

The University of Buenos Aires has 

engaged in a broad proiiram to irn- 
c medical training and research facili 

in Argentina In 19** I it Ixrgan 
;ruction on the 18-stor)', 1,101-lied 

de San Martin H»)spit.ii S».htN.>!. dc 
\1 to replace the facilities of its School 
[edicinc which are becoming obsolescent. 

construction of the project, which is 
80 per cent complete, has been dclayeil 
lack of tinaiKial resources 
This loan will help complete the build- 
uid provide ecjuipment for the hospital 
)l. The total cost of the projeit is esti- 
d at $10.5 million, not including the 
ruction which has already Ixxn carried 

In the teaching field the projcit will 
fit the Schools of Medicine. I>entistry, 
inac7 and Buxhemistr) It will also 

to train sjtecialists m hospital admin 
ic;n, nursing and medical research. Up 
H5,0(K) of the- loan iiuv Iv used for 
lical assistance related to the execution 
e project. 



LLURCICAL EDUCATION 

llion 20-yeor 2*4% loon of April 24, 1966 

«*r.- REfUBlIC OF ARGENTINA 

The Dcp.irtment of Metallurgy of the 
f.f/oii Njc tonal Jc Einn^r.t Atoniidi 
EA) of Argentina is engaged in a 
I project to improve mstruilion and 
rch m metallurgy to supply the cjuali- 



fied metallurgists needed by the nation's in- 
dustries, imixersities and research centers. 
Under the project, CSE.i is constructing 
Mkorkshops. offices and a librar)- and is ac- 
quiring and installing modern laboratory 
equipment. 

This loan, which will cover 67 per 
lent of the $1.4<K).()0() cost of the project, 
will be dc\oted to the purchase of the im- 
ported laboratory equipment. Completion 
ot the- pro|ca will enable C.NEA to carry 
out j-rnst graduate iour>es lor holders of de- 
grees in nvetallurgy. chemistry, physics and 
engineering; to expand its research pro- 
uraniv Iculing to dcxtoral degrees, and to 
embark, on regular training courses for tech- 
nical personnel at various levels in the 
imiallurgiial iiulustnes. not onl) in Argcii 
liiu. but in t>thcr mc-mlxr lountric-s ol 
the liank. 



CHILE 

EDUCATION 

$2 5 million 25-y»or 2'.". loan of Jon. 6, 1966 
($1.6 million ond $900,000 in •icudot) 
Borrowtr UNIVERSIOAO TECNICA FEDERICO SANTA 
MARIA 

The (iocernment of Chile is seeking to 
expand the number of university and tech- 
nical school graduates in order to fulfill the 
gculs of its 1961-70 Ten Year F.conomic 
md ScHial Development Plan. 

This loan will contribute to this end 
by helping the Ihjniifidad Ticnka Fed- 
t-nio Sjh/j M.n/ri in Valparaiso to carry out 
the first stage in a 10-year expansion pro- 
gram to enable it to increase the number 
of Its university-Icxel graduates from 62 to 
200 annually, as well as triple the enroll- 
iiuiit of the University's rcgicmal schools 
iiiii impr<»\t instructu>n. 

The University, which is lexated in 
Valparaiso, is a private institution which 
proNules technical education at intermediate 
and ailvanced levels. Its Valparaiso campus 
had an enrollment of 898 students in 
l^o*! Of this numlxT 30"» were university- 
lc\cl students and "^03 ^^ere students at- 
tending day and night vcxational schtx>ls. 
An additional 63^ students were enrolled 
in \i regional schools IcKated throughout 
the country. 

The total cost of the projeit being 
.arricil tsut by the University is $4.1 mil- 
lion, of which sum the Bank's loan will 
imance 60 per cent. Specifically, the proj- 
ci ; piocides for the expansion of buildings 
III Valparaiso for the School of Arts and 
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SPCaAL 0^ 



Crifts with cuppfcmCRtAt^ diip »nA labiin- 
iufy fidiiiK!!- The k«iii is ^rui^rai^ttnJ bf 



rllr.l ' iNiDP In MMtn 



'' ■' .tUiice in sgr^niJtimJ 

productft hii ma a Jritpt vinfe IV^? Jn 
(he l'M'i-i9 p?i]4jd efic deficit AWfAgcvi ||M 

rcirJy in )9^(^^4 mui to |>1(90 million m 
th<? I!WS0 Si' i^rioJ Aixjul tO per tent of 
the iidint Uvm^ iitMllliJ hiiV« b^en m^ 11^ 
the country, 

Iti otdet to rdievr tjiis imhiilince the 
CJjIlcaii CFOvernmenl m in Tcn-Ycaf Ero 

the J 0(5 i 70 pervrKJ ttM ^iu:£d tii^ pti- 

ntny iMi ^^riajJruidl' iitiJ li^^estcsdc ijtvelnp- 
mcnc The Bytnk hjs. i:onpi:r^ted m tlu* ef 
rnrr by t^ixn'imy, bum to Cluk /n^i Uiui 
^tkmtitt, irfi^tMKo, .leriid phcutifiRin- 
fiidtit: WTfejn^ t'umi tredrl And (^iimi Jii«r 
Iffting, 

Thri EiMiti witl miitnbute tn tttt Jivjiic 
rnil hy cnxhFtnj^ the iivnft \itt.**i Jt ChU 
fit ifinpiuvp 'IntiiiMg: iii the ifiriLtkkunl 
<rienB£3 iii>i I huts pfovlik the agrDnoinijit^ 
wflCTiiuriin* uml o<be?t profeisjiwul pei- 
iHinncl r«}ul.reiJ K the njtion^i fttip|:>eiJ'lip 
(igrfruhtuTil tffikrt 

Spesnfirally, l)if lotteii witj pTijvuJe T8 
pcf cpftE of thr fuuntinji for a ftnyaa, 
bdfig turned ihjI m a iota! i?(iftf of ^A 
iJiillitkH, ip ccHutnirt AEiJ K]«iipkiiiildi!in» f«f 
the University* iSclirviFi of A^rumjmjfi it»d 
rif Aoim.tJ fJtislMictiJr}' tind Vcwmwrj MslU 
cint Up tfc> »2^fj,(«K] tif IW bitrt iimy ht 
Ukrd ttj fmAciee tK}}ribcj.t 4»«iiiumc rdJittJ 
\u the etecutioa uf ihe pnjjert The liwn 
It jKtUU^ntffid % Hht C«e/faMi^0 4f Pi»' 



COLOMBIA 
tmtvttti^rt coNiTtutiioN 

|S> fMtlUoKi l«^r*«- 3"'^> biOT«» Jiflir ?r, »iMd 
tfl.7 <mill«Hi «<.il ||« Mill^n- It. CsloHitiuiin fmuh: 

Thf Umii-ffuJfht Af AniiiitfHt* m 
MoJdhn, whirh w.u fmindcJ in imZ, hih 
the uoHjii il^fgnl inii*rt*ity emutlfncnt m 
rukiinhM tn 1 96 It iti etitql/inent num- 
toftrtid ft,4M suilmts nnf wl^cxtt 4,S06 weir 
uiuveniity levd \ii^mii Howcvifj, it* I* 
cilifm. whjch irr ^sitinieJ dwoujibLiiit ihe 



ritf, iur; dtt, nicrrKicnt «iul ovcr-i ramleifl 
til oci.tct lo ^hiyi^*«r tUi^ khc Vm^'tnUy Hti 
titititUCt.! it fivc^i^ear pragr.in'j un^.^ tihuli 
it will butlii ■ iitur cimpua tmd attj ovt 
uradcfniif Anil 4dinJni^r4rjvc tmpwvime^i 

TltiiS loan *i|] ftnann? 51 fet toil u* 
rti* CL-.!!!: of J pmiett ro kuW i (H?w IV* 
*ci* LimpMs 111 UctJetJEn. fbe kwj» will 
hcfp btiJhl *nd •qwip ynnerjil'jf builtttlinjO' 
wrth d t04ii) fli^ir ;pa(« of jpfpfrtmnifcf^ 
] mtllion M:tii4rc f^d Thtst lifiiyin|» wiU 
liuuAir lf]c In^tiKilc oJ Ciencral ^iiJ.m^., iIrt 
SilkKili ai Edonotttlcl. fd:m4l:inn i.nJ Eii^-i 
neenoi;, « t:«iiriil lilniLryt iin imjitonain 
Hind Jin pulmmtitrttion b*iiyin^. Compjc 
lion u/ tltc pmint will itn^le ihc f1fiH«- 
stihf' In hitvfr itl Id fHUcililKSi ifl uriir pt«f«, 
wah tlttf ellt^ttiut of iLs St^htijOJ i4 Vtl- 
ctji-ur} Mt^ititiif Jin>4 its Schuot at Mcdniffe. 

In jjiiiJiiiau to the biiiliiiog pftii|:rM\ 
the LUnverMi) pluis lo intKiM rii IjvuJtV 
ffwn 207 trr iW fittl-ttme ptofc- - 
«j to Mr fulf liintr profiPtttir* *ii 
lii 224 puM hiMr |.viiifC]JiM i CtN' 
l^nm (s tmi^hcU tii* UnjUfCriity wjN L* tlvk 
m HaiiJIt * univcr^ky mmJcnf b^tj nf H, 
*KM) Ami * *PfVMiLijr> ifi^ Miierfn&iutc viucil 
IxiJy *.if l.'*™^ TV tdfl-n IS ^tunianii ^ 
tl» RcfHjhtic t>f CaltMiiUii 



UNlVFKWr? IUP(eOV(MtMT» 
177 nllllen ^ r«^<' T^S lov" uf Pw^ «. ^nt> 
fUS .i»lHi*m l.^^^ tJ J .'.-IHdr. i" /<Aa«,4«l..^. «himv>i 
*i.Fft>,«., UHlVlilWACh NAC40MAI e« COLOMIM 

C'i>lMnib«« 1% tn^jjj^l 141 LiFiidd V-t<e ef 
ton* to iniprovc in ^ncAtwaui 
whiih u iirviSIc il prt'^ni io Ml*%f)i 
grtiwiiijut riHcciJir of the naitiacia j^pulAiion 
Qnl^ IM: pajpiU uu4 «if l,tK)i), wk^ cainiL 
III ihr fim fttiiiic uf pfLrn*f> *fhr- ' -■ ' 
tit n* ihi% Irvd; 1***1 f*i iht^v, fin 
on tfj obtiJn A iiiiiveniri" lic/ 
kituiunitJQ ijiwurnitii^ lite i~urticul* %it i«K^ 
«>t [he untvcmiioi. m4 scicntiftc , 
M>iihi^>i.jb «]iviphrvA do Euitl, «^i:u|?y ^ pl«.t 
III thr cijjrtiriib itifniiMruiiimt with r^ na 
h4ir I J^cJupflWnt ne«»l*. 

The l>'Wrmtt4ti Ndtrtftthtt 4t Ci>l9mk^ 
It. 1.4m tmyi Oikt A jyuf-yeu r»|4UHkin pn*- 
^fjjn ck*<;4i«tJ to itnpnvirt; iU KiAttmi. tS- 
mmiiAUiKft .ind pbrit Unlittcv *n4 erulde 
il tn irn,rt:««: it* cnruUrmtiif inrtn iW I96*i 
fij;ur(' [if *t,*Jit «tii4mu in Mit«rc 4i.iit iii, 

\}f\i\'f%\ti\, tht Urgnt in tiie n<tikMii, |t1ltt]t 
lo ci:Hiw4ii,iil« itx tiiiiJmTK itructufc 
niric ulioalii, impramc tntnUy ulj.ne». hirt 
jJfJitjdcuJ pirnfcuotf ilfui fttite or* Mtu^ly 




, iized I: 
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rourses. Emphasis will be placed on techni- 
ral education, on reseaxth activities and on 
ntermediate le\'els — those which supply the 
:ountr)' with chemists, agronomists, labora- 
cry technicians and administrative person- 
id. 

This loan will finance 42 per cent of a 
>roject which forms part of the plan. The 
otal cost of the project is $18.4 million, 
rhe remaining ^8 per cent will be provided 
yy the University. The project mvolvcs im- 
Movement in facilities at the University's 
'ampnises in BojL'Uta. Medellin. Maniz.iles 
ind Palmira. 

Specifically the loan will he dcioted to 
he construction of new buildings, the cn- 
ar^:emcnt or impn)vcment of existing (>nc>. 
md the purchase of laborator)- equipment, 
'umishings, hooks and tHher hihiiographit 
naterial. The loan is guaranteed by the 
Republic of Colombia. 

Mm 

AGRICULTURAL AND MEDICAL EDUCATION 
ilj million 30-y*ar 3^\ loon of No*. 17, 1966 
lorrowm-. BANOUC NATIONAL! DC LA REPUUIOUi 
D'HAITI 

The shortage of agricultural and vet- 
erinary technicians constitutes a serious 
lundicap to Haiti's agricultural, and con- 
;e(|uently its overall economic, development, 
rhe nation also suffers from a lack of 
physicians, having less then one doctor for 
;ver)' 10,000 inhabitants. 

This loan will contribute to a solution 
5f these problems by enabling the Dauqut 
SalionaJe de la Repuhliijne d'Haili to finance 
:he following improvements: 

• Equipment and materials for the 
College of Agronomy and Veterinary Medi- 
:ine of Haiti and improvement of its in- 
itallations. 

• The completion of the Normal 
School at Marfranc and the building of an- 
jther at Milot. 

• The improvement of the agricultural 
.ocational schools at Laborde. Lesson and 
"hatard. 

• The expansion of the facilities and 
equipment of the College of Medicine. 

Total cost of the program is $2 7 mil- 
ion. The Bank will finance 48.1 per cent 
)f that cost and the Government of Haiti 
he remainder. The program will be car- 
ied out by the Committee for the Coordina- 
ion of Agricultural Education and by the 
lollege of Medicine and Pharmacy of Haiti 



Along with the loan the Bank ex- 
tended S12^,I)0<) in rH>n-reimbursablc techni- 
cal assistaiKe to the Banqiie N^lionale to 
defray the cost of advisory ser%'ices re- 
quired in the exeaition of the program. Up 
to $9^.000 of the loan may also be used 
for tcihnical assistance scrxice*. The loan 
IS guaranteed by the Republic of Haiti 

PANAMA 

STUDENT LOAN FUND 

$700,000 20-y*or 3<4% loan of March 17, 1966 

Soffowar: RCmUIC or f ANAMA 

Panama has a shortage of professionally 
trained persons in $pe(.ialized fields, a fac- 
tor which hampers its economic and social 
growth. Although the University of Panama 
has a large enrollment, only limited num- 
Ix-rs of students graduate due. in part, to 
the fact that students lack funds to devote 
themselves full-time to their studies. More 
than 90 per cent of the University's stu- 
■ lents carr)- out their studies on a p.irt-timc 
basis or lea\e school before graduation. 

This loan will help correct this situa- 
tion by contributing to the establishment of 
a $1 million "Student Loan Fund" de- 
signed to enable students to complete their 
college education, to pursue post-graduate 
courses or to carry out technical or vcKa- 
tional training. Low-interest, medium-term 
loans will be made from the Fund to finance 
framing for undergraduates, and for uni- 
versity and vocational professors. Up to 
$40,000 of the loan will finance technical 
assistance services lonnevted with the exe- 
cution of the program. 

The program is being carried out by 
the lu\tiltiln para la Formach''// > Aprovecba- 
tircnio tie hi Rtcuriot l{umano\. an auton- 
omous Panamanian agency established in 
196^ to administer public funds devoted to 
scholarships The program will enable stu- 
dents to pursue specialized courses in such 
fields as agronomy, engineering, economics, 
public administration, mathematics, physics, 
chemistry and biology. 



PERU 

HIGHER EDUCATION 

$1.8 million 23-/»ar 3'^% loon of D«c. 8. 1966 
(SI 7 million and SIOO,000 in k>I«») 
Borrower: UNIVERSIOAO NACIONAL M TRUJIUO 
During the past H years the Peruvian 
Government has stepped up its efforts to 
raise the educational level of its people. It 
has raised expenditures for education from 
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^rmcf (he {aJiL'c/ «>r itv ifOhiAik'iii 

40 per fcnf And, even more \ 
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IT pef fOJl of ttfc ration* jjtoss JnmritK 
pmduH tD IS'ja to 4 per oeni iiri 1%^^ » 

gentf^l bu«i|;et wu demoted ro oJuutkixi 
ThcK rising <i[pvnijuute» Kav42 ^c^^t <o 
keep pjre with thi^ brge inrrea^i ia iti^nt 

Hoivficf, CKpAEUorm m tnwltmciii tA 

tJi« [iWnvfttXy ]«rl hu mt fl± Wen su.- 

tit teaching' (r)cthi>Jjs, Sc^wWi. pm««MiAg 
^ruLEiin^ m (he tndntional (»n»fMV(Miv iiiil< 

btdtJ .1 dorfliinjnt ptniktiiin m the «. 
).Lmcfii>rr ^htlr l'hr<i»tr reUtnJ tn xj^T%n\itwx 
4(1 J md^utfy, (lif pciniijjKll jcUvjtlcs of (he 

Till* ima *itl help iinpfcve dui »itU' 
Atjon hi enaliim/i the Vnh->'r i/J,iJ S^ftu- 
iii til' Trhjith, hXTicrJ m PcfU A NorlllWesl 

(nAhiiTi profeid t*> )rt*p!rtive (nttnidtciii aiut 
rawfirrh in twijuc *.itnce5 AtiJ iti chsmif^l 
mgimcnng by (rrengthentnj^ »(i Schcir»h 
of GetvEiiJ S^dijcs .ttid ( hemffal Fnj?!- 

ITnJcT (he prniirct :krli|iLi/j|i!il proftf^r 

H he himil n«w daircMoii ^d 
Ai:|iinm^r.)rKc huiiiiin^ will he bdlh 
uid Liiui^trv^ e (]; 11 J p m « n t, fumi:ihmg<i. 

btHjfei innf othcf tc^fhiini^ m^ttftiU *d| Jic 
4C¥^Ltireii. Up hi -JlM.nwi af tJie Ipin tni»y 
bt uscti fcir tffhnJcil davisUrure conrHscCfld 
*'ith tiJtt extcviitm of thr proiirjfli 

Tlie Lrniveriity hw nine fjcuWcs mhJ 
vjmcHUi ifhnoli^, itishrqm jjrit c«ntK4, Itn 
ISA-* it h*l \n9 pmfMBWi, ofily i& ol 



ABGENTINA 



-TW J^V lomt 1 



,14-1 i«.iplk;«v 

SrJic? I'^iiS;, ihe Bank boii 

Comtp Ntictoiui it OftjmmUf) 

rci)iEMCi!t in khr 

Thte UTi bin* *t»* ^l#4ri)ibi.l ki tii» 4 
41x1 economy*: irudi«v ikvJH 
prcpjrtinnT iftj iprriiftc ppj"^ntm i 
wt ifltliided in the pkn. 

'l'Tl(* IrjjiT. xlcitijif with jfi.-rfFvr .' 
OOCi rj,natl(jn dotldrt i [ 
CO^ADE cmhirk fm 
«f pfHfivexfmcnt miiim *nic 

wriJ LxLfrif mit it i totjJ coat 
The Imft Will f* used !»v "'^^ 
CTperU m £Qn4u3ri£j|; I 
mcnt tMliES m fh« pnh 
1(ft1<l Lfcdiri tfimujili the j 

JVjiWw Aff^taUnn to the pnl^ 
Mmihr ftxpdici libign^dl Do « 
ttrhnkii End ecoaocoic IfiCiiKfji'f ^ 
Lifii: pmictH, 



In ofttef (.[1 4rhjrie *b 
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Tltk tPM wtll hdf iht Qtivefitmmi 
nf rb«^|ivi<iti In »uM<ivh J [. 

FTidli-nft tti (tU \bn need- 1 1- 

•iU corirr ?Q |icr cent uJ itic v4j^l luad 
lilt Gfivcmmcat c^f BiiIjvu ii4l pmvltk^ the 
tomumag in prf cent 

Ttfe funJ «rill be used tr» fmwcF th« 

ihe public ind prjv*tf sertim, *i»d re jitcm*!, 

wrlnrAl: Jivf «ub<i«rtnrAl (luJin. tJp r»* MO 

Ke fiirtd will be nrrti^kcd itit 

4o 4>itJuiiiiuJ^ K} «ji!,rtruJ:[urAL ^<} ujjhj^hu 
Irun Aikl t*t mtnmft - hivt bwfii |t(vcw prw* • 

i -it I- he tjrthed; iiut by 

the (I , .'fihtn4 iU l'rtt»^m», tf 

($9vnninenUl j^oc> ui*hili'sh«dl iti \*iM Id 
fcMfr the cvE^ienuc ji^mwfb ^ rhe cnuniry, 



MIXCO 

,SS mP|[liH< and- 13 tnilllwv rn Mfilran ;»*tp|^ 
ifri-r^Mif XAClONAI riMANCIEJU, lA 

Eftpcii'dliturfi on puhlu itnd. pnH.-i|lc 
pKiti'^ettnititit jH!t(dn;i irt Mcicictt hnw 
amrjotitct) roctnily to «bcHft 5 j«t ttm 
flf Hw itxUon't tdtil gtas* it^vtfsiimnt In 
nnler tl* iCcdCTAte (H e*W»nmiir wd sotwl 
dc¥«lapninit the M«ntc4n< GmernniFfiit 
liujics to kiertafr ibi* iit i tite nf 6 per 
cenl yai^f ovct ttw owi five itii* 

This Iojh, alrm-j^ wiih j liiiin for MO, 
I UK) CitriitMri ikil1i:» from the r«»durcn< 
»hidh ttwt Biinle iiitiiia^Jitcn Uw the Gov- 

w.hie\« the latter gj^L 5fieci*k*Uv, ti wtll 
tuji'te Mnkti ro n^ili^b it pcrnsinent pre 
tnvEdllOcnk ftinil, tvitJi iVtiUid upiul ni 
n.g rmrl/ien, wbJdi *il] be used hi calnvJ 
ireJil^ i<st tirri" iiat stufjit^ nr the frDdOOriiL' 
HchnttJil BJid flEianCidl fcisihib'ty it( ipe- 
cifif piiy^ and pm-aEc devclopcnrnt praf- 

««ct4ir«l ifcuJies Air lei^ Hi ^f cmt *<'f 
the TuikIV re*iuj€« wll} b« dcviittfdl to ♦fe- 
ci fw fnijat* ui^ ^tt per tcttt to (««»«*' 

The «li.ii4ji» will be tifried tmt liy im 
tMiinaJ Ami fixcfgfi cw^tllsjiLv pr LiniwJirMi^ 
(Titrnt The Imn iv ^udianiEol l-y thr Llmleil 



NICARAGUA 




FW>r 7 .V bb^^ E:r MtirrK K^. rVA^ 
I^DOlDQa .lid ICOQ^MX? in kd'tJobax 
*.rr>«^' tNillTgiTO AOItAXjO Di NICARAfMliA 

N»rjir4gua ittA the lirgtir 4r«;t «iTkI the 

kiiirW jyijMjlAlnKti -ieffj-ily nf the l-vnt f cii- 
rfit Amcritjn cownSTJa. (tj trrritciry twcn 
tbime ii inilfKK) uTm nl wbjLb ijclIji 1') I 
iittUiun ^re iindlcr (vitriitp^ti Due iv h(i- 
lun*- jjij (-fMiutjC futfor* m*"rtf ot I he t«iiun' 
Ity » ptifiuUtioii '\tiJ Cirni !n:tn'it;r bi> l«^ 
4,j.jnrentr<itH cm the Pjirific cm-K 4r»d, to t 
IcfiMrr 4l£j;i'vt;, nn the ■.Ernlcil pti'lEMM, wkilLt' 
fhv vMt AdintK <0A^u\ rcitiw hjs brfcn 
uj'xi . iJ Lull lUmiEtf . 

rnt (if Zeityji m thm rr 
^i<" 'I tR per ceaL uf llic na- 

tion * tPTfiWJir) init b*» only K^rtJO «f cIk 

iriiii ttl |*r ci-ni t*t iH niNrvalCfl li*n!. 
even ihounh It nffcrii gre^S isaorxTink jioirn. 
ii«l ijuc U.f ■ilji frtrRt f]c%trvTS 4nil trnpiril 
Itrni l4»cl. 

'Thi\ liian w^tl cntble rlir tmi/iuto 
.-T ■ ■ -tdl 



M' ■ irrjf 

out ittMLliE4 Utii^itoi Hi tirlcmtHic tli^' tctlh- 

meal rtrtti ccMw/mkc ft»*ihii|i(v nf • fto^ftm 

ti* ♦«rk 4,^00 hmincioTnc f.irin TijTiLlfA m 
d Zuti4?, bhtiwri 4% RJ^cibenn TjiIicoj. rif 
* 4 1, 000 *rtics o( piubJH: littids fn the Dc- 
prtmntr. 

The [iWjiisMtn, whrdi is bein^ carrictl 
i»uT ti A tni^l cr.sl of l^tW.OHJO. w>ll in- 
■:M'r iprnphiTfo^niminctrK: nlwj««. Vkl An- 
Ufip-, ipftwiMrin: ■5^|^v^^|:^ io4 ipprMS^E^ nf 
M'lt iiJ-ci»if»Biniitr ciiiitlilHrrt.H:j inf r>*lruL tDfr l.i- 

cihtis, mitlbetms i!rit«fn»« ind himiing 

jnii pubJiL tetTriLe Mredl nf tfit p«■|lllU^1ll«1 
Id be ictHfei nie l-Niji ti jKiiinntccd H 
tbe Republic of Nif ^ni^tiii- 

PARAGUAY 

B^rr.^r iEI^Uhlt: OF ^MAAUAV 

Tie p rcpar.i£j4j« Cif rtuiliei?; nf *j,wf»r 
iinire>tii!«it prujcctik k ane of Ehr Ki&k pre 
tiA|it«i'iei fi>r the «ieait«ni itf Ip^rajKuij- v m) 
nwul .ievrloptteni filmn for l,Qf>*'6s ind 
wh«ec|kic<^i yean 

Tin* Ifisft will mifble PafJiauiy* Bmrf 
SiiaonJ Ji> Fanttiita Ut titiiyUnh a ft mil 
lom pvrittsfuml |MveiovE»tjTirtil finruli Im luttt- 
f»it itidi Ttudb« JkeiTQiitr per conf «f the re- 
wiirvP* of 'he (unrj will \k ui*tad tn firi^rMt 
spcijfji- studtOi of bj|i.h dcv^rlojmicnt pritM- 
tljr i+t fmlh the puibht ah J pfkilLt: iectrtti. 
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*nvl 50 per rtfU wiU be uidl t» 

ttlttit. 

the nilKii's filarning "-f^OKf^ b*s iJmtifiEd 
sam& 50 (ntoj^ct kjeai tnefltiDjf Aliatyiiis jit 

■*ill be yi&3 t(t pay for the serrioa ol ran 
tuShng firnu or indivjdial cviierti. both 
tijitiitMuil; 4r»J foreiign, ro pref*re the lEtudiiej, 

PERU 

aA AAilliDA M-tt^ l>*\ t«a^ of $«(kl ». 1V44 
•urt^M' UIVUK Of ntMl 

Instituf^, wdjie i Ji6 dtrvelo|>niml jnrofccts 
cotiin^ 4 (istiJ of M bilfiofl iclb fhnuk^ be 
eariiBi CHrt during the IS*? *?? furttod 

hive teen roinplcfd for * lotftl of 20 fci<l 
lutft wlea *drth of these pmjam. The re- 
rOimJ^ will tt^tt fiiSihiiitf itmlin cost- 
TMg l'7.6 mitliufl md defiaietvie !.iadie» 
c(Htiiiij[ $7 A mi] linn 

Htn^riirr, fundi jvpbStd to draft p3*rti 
ftsr jiidi prapccts hiw bcfo limited, fti 
tjj-der to accicLeratic the prcparaEjon of fcMv 
hnliit;^' Mudib^ the Govcrnpnian t nf PcfU ha» 
ed^hluhed the fmiJo Jr fin^nd-fitiitmft 
it EiahtifiiLiott Je Ftn^trios Je /wt»frj/tfw 

Thk liTjfi^ abng with aaaliur fcir Ii4fl, 
fon OruMliin (toliiii (pfre 140Ti fnini the 

rcsourciM fldministered ^ (he Bank fw 
(ht Govrfmrtcnt cnf Cjiniilit. will Help ff^ 
luncf 1 pttjn^icitmtrit prt^jun (o tw nr' 
ti*d oul b> FtSEN at A tofail cD?t of *r» 
tniUtnn. Tlie Bxnlt't Anxncifi^ Will «n*tr 6ft 
per ceni oi thai ctut, the Pem^iin Govein 
Ewmt 30 per cent itnJ the betieliciines ah 
oiher 30 f«r cficL 1^ stWlcs, which will 
be cvried ottt by indivLdiitl (tuxmltum. 
chTosLiItmg fiHiu uid unn^rsitie*, wilt covef 
the econiimk ind cnjiirKering fcwbtlit]!' of 
pri^|ec& M well ^^ rcgii*n,il and ^ectontl 

;4^^lyH», 



URUGUAY 

Uk, tiniUCA CMWHTAi ML 



IJn.i.giwy » National DevchTpnwnf Plan, 
-suekj <ia riiie tfic nilian's per npira glCi*5 
tUiatiie^ini. prodjuci b) t pet ccat ^nnum 
int^r the RCTt ten years, Jn otici t%> accom- 
phsh thi* Uru^nwy iwedj H> dnff th* pcrti- 



fca.iibiticy fraJiea.. Some $900 milUfn 
""In^'fttmeiit pto^cai need ba (-, 
mcd .iluniii; llic fifjl three ^i^. 
■pljli. Projetls wtiith on])' I'ilW ■ 
thi> sum h^vc hRn ea¥eit<cl by gencr^i ih 

nil's loan wilt emijle liK B^wra tt* ^ 

i revolving preuivettmcst fund wilh am 
mitifi] I'lpJtA^ of $2 iiiiJJkm tn 4'«ed up the 
prelum ion of Jiich "^adre*- Sonw "^ per 
ccFii: of tht rrwufp^ of (He i\md viU ht 

i^vntod to fcasibilrbp studies fii ^petifu. de- 
velopment prpjecta iEid io pcf cmt wtti be 
u!M^ ta liiMXiOt gjCiictMi stLdi«i tkii|pied Ju 
id^^ctfy LtiveimKnE oppottunitis 

Hie progfini witJ be Litfved out bj 
Ihe Ci>Ki(nhr tff ItfttrrtiUfity 4* Dt^'iTnfftf 
EiotfiiMk**, whkh wan eitahtiihed In Ehr 
Um^uaym GoTcmmcfit in IV60 lo dtii* 
dcx-eEopnent pUni. Vp to $50,000 of rhf 
Irun nsOuAn^ Eiuy ht; uvi fOr tcdlQfCaJ **- 
listattce cdtin^ted with the ejurcvtioa ol 
[Ivf prngiMlL 

ftEGlONAl 

4NltOi#nOPl iTVlDlH 

i3 -rwirilt^n M.fMT 9'4\ toon ^F *^t4 »4. HM* 

111 Ivinpl'at aiid IdO^EnO «• o'dD^xnJ 
»<:>^.tr«^r CthinUL AMfCltieAN MJVi K}« ICO- 
4NOMIC lrtTfC»AriOM 

Tlw Inter- Amencifi Buik hu cooper- 
«teJ dnscif with iiie €eiitri.l ARwricin 
Bank frir Economic lotegJr*ticwi ever *jfit* 
lhe Utter wii rjitabliihtd in 19^ In IQA) 
the Baifik pEOvided 1 1 00,000 ijri nan rtmi 
huf<ybbte technics uaiistAncse to help ofSi- 
niM rh5 Ceiitrii Amencui B*Tik «vi the 
neKt ^ur^r signed «! k^tcmcnt to loardinilr 
its iflivitie* tn the »rEt wilJi dse Cental 
AittenfdJi eatitf. 

tn addition the lotcr-A/nefioti B«nl 
hai extended two loanj. tot!t.|in.j; ||4.; rnll 
Ikin^ tc^ the Centixl Amerinan Buik fijt 
regiEmiJ infraitfudure itid itidimiut preif 
ects By the tnd of 1966, the Cent/tt 
AineriFUT Bank tud gtAfited Jl? cftiiiti 
amounting to llOQ millioft with nibe pf4> 
t«d* of ihcK t*o kiitii. The Centiml Amti 
iiLiii Bank illuj ihdjliiels i bfok liM 
f:?,9^'s,CKio ru the Centril Amefit4n utu 



This rteir lodji will cf34hle the Ce«r»l 
Amenfnn Bank tn CmArvx gei 

vcsEHienr siudie* af in «cOntfnk *ml nxnii 
[Uturc no ipetrffic proj^V <if HCgmritl 'H 
lete&t jti i&duMttv'< i^nnitEiirie jmd infn 
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itruttufie m both fhe pufelk »rtd privste 

MCtOti. The Binlc* kan *ill previdc 70 
pa otfit of tht- i^i 5 fnilliort fwt nf ihe 
pajflrt. The f«n»i(i4er wili be pfovkird 
by tht (Lentfit Aniwuiw] Hasik and Hih- 

tatnni fUm of *'el[-prep«fti proF^ti^. ^^ 
progrxEn n atptcttd to maJec * Urg/e tofi- 
t4bui:bri t* ihe fuuare dcvcIt^pniftTt juii in- 
legratHMt -of the nrg.km. 

Tachnfcfil Autstonce 

During I 'i^if ihc Bank luthanied |2?, 
210,032 frocn ife cwn rcHMPte?; for Kthrii- 
cal ittatiiife. This wa* the highar uirrual 
Jevd lihteved wocf Ihe BoJik begin opefa- 
tiooi tP t^fiW,' Thj> vcjlume campaJTcd 
W«th |n,l«i,926ui 1951. 

The itcbiioL 4ifiit»if:E! itithofiKcd in 
1960 iiK.^udl?d f;4,0'^l,DCK] ertniEied cm a 
rHmbunibte basU mdl SLJ3^.032 on 
1 Bttfrt b«iv Alt of the T?6(5 commtt- 
FneniUt, wtrh ihe ex^^icia of cne ipprnm] 
trum ihc □rdinuy i^pit^l mourro, were 
rtwJc frpm the cestMrce* of thE Ftmdi fcu" 
SpecidU Operatiuiit 

The 19fi^ iwihaniitiym bfought the 
cuaiiiUtrve net irnount of EechniciE xstnt- 
jjKC eirtcndcii bf ihe Buik from in crdi- 
tm^ ctpu»i roocirces And itj FunJ for 5pc^ 
aai Opcr4licKis Id $6AJSS.mi. includiag 
|1T,e73.51fi Iq nnmburiAble *nfl $6.9X^A26 
rn g»nt 4k). 

Av in prrvicnis ^FCAi^. the grini Itchai- 
c^l ijstiunce *ppfcrv«J in 19C6 wu fiiuncfll 
ffd«i the pet inaifflc of the Fund for Spc- 
tnl Operatcom. Th<^ ^tipt lii wd» uied te^ 
pfovfdc i4¥t«ji7 Semites to Enember coon- 
Inei ift plasinin^, to fjntnoe (rinnirig pro- 
gtinu; tp iqirr^ nut fneanch progrimi md 
$p0^K 9tiudu=5, iiid to fwter Ltim Amtt- 
i^'j QCtreiomic inlcgrdtion. 

The greatest p»rt of the reimbuniiile 
is&is^ajice cun^Lsted nf !otia extended FrOffi 
th* Fur*d for SpcfijJ Operationy far tht 
cralian of preinvextinent fundi in vnrious 
member ooiiatrtei, ThcM f\mdy j^aviit 
credit: for privaJe M\d p«b3k entities to fi- 
fiance ^Etenl iiuj inrtorai stuJies, ta pre- 
p»fe techfijul «>d finiwn*! /fitsibllitif sM- 
IC3 uf fperilic projects, *nd to formuiite 
dervelopfTwir pfoject pioptjtuts ftu jubmij;' 



J|l«2j4» inuB tlw itKiii ^tupwn Jmr*f FupJ 4^*^ 



iion to dQftJMtic uid 
of finJjTcinjg. Sei'tn *«ch Jojiti taEtlmg f 19-7 
(nslSjon *efic approved Itam the Vund for 
Sp<^il OperiEMw* ia 1966, Thrc* <sf tbo« 
were fuijtilementEti: 'nridi Ldui^ fictended 
("nnn^ the CinidiM teiourtw vhith the 
Bssxik jdinini^teis. 

CxRintinj^ two *PBiUr lao proji^ti ft- 
rumced efi i%5, the Bink hu now hdpod 
ei^hr of iti' mdividuit member roantties to 
set up fund^ dCToicd ewdustvety to ipeed- 
»n^ up the formuliiEion laf project propcuali 
^nd hu b?Eped the Central AmcriaUi Bank 
fftr EfiManmic Integration ty i-ntleiMte the 
fiKrmulitKin of properti of i pcgkwwl scope 
fur the five [piisanber i,uuntrie> o/ ihe Cen- 
tal Amer^cw CumHioo Mtrtert. 

Thttw4gh Et>ejc laaiii. ihe Bank von- 
(inwed 4mptCTncnting a i^tJiq idofied hy its 
BoAfjl of t.Kec«[t>t Direclofs tn 196'1 de- 
iij|n.ed lo help ctvercume hAndk^p^ created 
i<^ « Jack of pru|i«l]f prcpaied pro^ecb to 
curry oul I be riAtion^l devrlqpment pjajif 
hftn^ drifted in Litin Amerki under the 
AMiMice for Pcogrtiss. 

The fcmsining tei^mburMbk tcchni£al 
^isUTKr quthafizfid in 19^. ^hkh 
imffljnted la fA,i7l,{>n(.K *« devoted to 
the pfe{*ririon of spedHt prfifccT^i ^nd to 
the prnvisinn of serv-rce^ connejlcd with the 
encoilion of fiink-fhniu:iced projecti^ 

toWovw^ n ft tuitfftuiry *if the Bimk's 
tcchiiiciE isiiitJifux! £umniitmenti in 19^ 
uad 1 desCTiplion ot mh of the opcmions 
itithonzed dancig the ji-eu 

ReirahvtfiJil* 

In Ar^eatiju, Bolivia, Bra- 
2]I, Chile. Ccma Sbtt, B3 
Sth^^jar, GturemiiK Hjiin, 
Honifiurti. Meiinj^ blita- 

Pfeni, L'ni^tiaj' arud Veoe- 
tut!i and in rcnitj^ Ainer- 



Non-Hdmhuruhle 

Tn the Pumiliiitjir] ftepub- 
!ic Haiti, PaMgutj^, Pem 
itid Vmgmy I 278,030 
Other icuVj- 

llM «<SI>002 

Total Non- 

ReimbtiTS' 
able . 

GRAND 

TOTAL 



.|M.i^7l,Ci(10 



i?y,7M}fii2 
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GUATEMALA 

Up to 5300,000 of the $2 million loan 
extended Aug. 9 to the Banco de GttaJe- 
mala for an industrial and farm credit pro- 
gram (page 61 ) may be used to finance ad- 
visory services to the state development in- 
stitutions which will channel the credits to 
bfvrowen. Another $175,000 of the loan 
may be devoted to preinvestment studies of 
individual projects. 

Up to 140,000 of the $1.3 million 
loan extended to the Republic of Guatemala 
Sept. 22 for the construction of water sup- 
ply systems in 100 rural communities (page 
63) may be used to finance studies of in- 
dividual projects. 

HAITI 

Up to $95,000 of the $1.3 million 
loan extended Nov. 17 to the Banque Na- 
tionait de la Rfpttblique d'Haiti to improve 
training in the agricultural and medical 
sciences (page 69) may be used to finance 
tihe technical assistance requirements of the 
program. 

On Nov. 17, 1966, the Bank author- 
ized the use of $60,000 of a $35 million 
loan extended in 1961 to the Banque Na- 
tionaU from the Fund for Special Operations 
for tedinical assistance services related to 
the execution of the industrial and farm 
credit program to which the loan was de- 
voted. This sum was supplemented Nov. 17 
with an $18,000 technical assitance grant. 

HONDURAS 

Two loans extended in Honduras in 
1966 included allocations to finance techni- 
cal assistance services required in the execu- 
tion of the respective programs. They were 
$100,000 of the $2,725,000 loan extended 
April 7 to the Instituto de la Vivienda for 
a housing project (page 65) and $96,000 of 
the $7 million loan extended Oct. 27 to the 
Banco Nacional de Fomento for a farm and 
industrial credit program (page 57). 

MEXICO 

A $5 million loan from the Fund for 
Special Operations extended Dec. 28 to 
Nacional Financiera, S.A., will help Mexico 
esublish a preinvestment fund (page 71). It 
was accompanied by one for 540,000 Gi- 
nadian dollars from the Canadian resources 
which the Bank administers (page 140). 



NICARAGUA 

A $300,000 loan to the Instttiito 
Agrario de Nicaragua authorized March 17 
will help finance studies related to a farm 
settlement project for 4,500 families in a 
region known as Rigoberto Ctbezas (page 
71). 

Up to $90,000 of a $1.9 million loan 
from the ordinary capital resources ex- 
tended to the Banco Nacional dg Nicaragua 
Nov. 10 for a project to expand rice pro- 
duction (page 19) may be used to finance 
technical assistance services related to the 
programs execution. 

PANAMA 

Up to $40,000 oi the $700,000 loan 
extended tu the Republic of Panama March 
17 for a university scholarship program 
(page 69) may be used to finance techni- 
cal services related to the execution of the 
program. Some $113,000 of the loan for 
$2 million authorized Sep>t. 22 to the 
Banco Sacioncd de Panama for a livestock 
development program (page 58) may be 
used to finance technical assistance services 
required in carrying out the program. 

PARAGUAY 

A $700,000 loan extended June 9 will 
help the Republic of Paraguay to establish 
a preinvestment fund (page 71). Up to 
$100,000 of the $6 million loan made to 
the Banco Nacional de Fomento Nov. 10 for 
a farm credit program may be used to fi- 
nance advisory services. 

The Bank authorized $15,000 in reim- 
bursable technical assistance Sept. 12 to help 
the Ministry of Finance make a feasibility 
study of a cement plant. Another $30,000 
grant was authorized by the Bank Aug. 8 
for technical assistance for the execution of 
activities preparatory to the possible fulfill- 
ment of the functions of the Bank as finan- 
cial agent for Paraguay. A $10,000 grant 
was authorized May 12 to finance the costs 
of the OAS IDB-ECLA Tripartite Mission 
which advised Paraguayan authorities in de- 
velopment planning. 

PERU 

Three loans extended to Peru in 1966 
included allocations for technical assistance 
ser\ices. They were $300,000 of a $20 mil- 
lion loan to the Republic of Peru author- 
ized Jan. 27 for a community development 
program (page 58); up to $80,000 of the 
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i: In million \oan t^asndt^ MAy U for ft 
^T^nNS fi/in Ml(JaT»cnt p'rtTjtjrAni ijit^e '^9). and up 
Ip |[AL,OC>0 ai the fLg HiitUcvt Iclft ex- 
leadcfl Dec a to itt VnimriiJAd Jit Triir- 
/ii^/o fof A ptojeirt ta itnpfdv^ Ef^tEibfi; in 
buk JCieDTCi iuadj dlEfmkli enginKriag 

The Bjtnk eitendrd a Icun for $3.1 iml- 
llon Sept. 29 to the Repabtk of Peru to 
help fioiJice t juiopim nf preici'i.'ntfflieat 
ftit^RS whidi will be cirrued uut bjr a n^- 
tv(wii\ |>l4nning ogjccq/. Ha Li wu j^cacn- 
pAflied hy a kiaui of >40,0O0 CinadJixi id- 
hn /ram the C^mufian nnciurccs whkfa ihc 
Bynl^ .idiiiLnistcri (pi^ 14>3'). 

Th* ijnk aurhoriftsd Si 7,000 m trim- 
bultiblt Eccfankd! mitfiinrt: A phi 12 to 
help ftiiuiire MckIIk mi itrtproiie iht I'm- 
trniti-fJ C4Jffd»f> H^iftth^ Jfid j49f0t»D, 
jUki mmhurHble, Mov 7 Ui lieJp (he Min- 
i^try ol Putilif WtJrfc* prepjiK ^iidtim pre- 
i0¥e3tifleiil $tudi(^ pc.rtntBW'g lo wi irrsgj- 
trcsit profiEct. A Sl5,{)0n ^rjfit lajthoriied 
Aug R will pfO'V'iJt iiiv^LUNy icrvin^ tp 
Peiu'l NllltMliL Pljatling Institute. 

imUCUAY 

On May IJ the BjnJc a»tboriwd t 
Sl,3'?'0 grant to hdp fin*nc<r she ftctivilics^ 
uf the OAS-IDB ECLA Tripartite MtHicM 
«hj'<ti ^VLscd Untgua)' on ^lei'dapmeat 
pUnniDj^ m^ttcrt A S 13,^00 graj^E Auihor^ 
ircJ Aug. 16 IK financing tcchnJcil istiit- 
KvCt scniiCK ismnated with t pcHwiWe 
B«nt role is rininciil ajrnt for th* Gov«n- 
tnent pf Uruguay in mahWizitig scfcfTLiJ i*- 
^iimfcE* nccJcd to catty out the nttion's 
dci'cloprncnt plan, 

A tl.^ miillron knn. nttttKled Sepf. 1 
a helping rhc &mefi Jt la RiffAMk^ 
Othniri! d«t I'fH^May to creitE a pteijiw^ 

ttlCTH fund IfMgt 72). 

VEMEZUELA 

On Aug. 4 [be B^nk AtiEhoriEeiJ $8.1, 
ram in itMAtbunabk t^hnical askutintf to 
the Cimtmryi^ DevclopFDent Foanditioa to 
help hJuiHT shwiiR lektcd id urhui 4le*cl- 
tspnmtx in Venc^uel*, 

MGIONAL 

On April 24 Hk Bank Kt£acl«l n H 
milLkiin loui to the Centrxl Ametran B^nk 
for EainarDic tntegTatiaci to hdp Unasicc: b. 
progriin of preinveimRnt itudis fur ipe- 
cific developracfi^ pfrofecta of a. regioful 
scope m the fields of mdcutry, igtioiiture 
and ioff&itnMture, both lo the public djid 



pttvite vftori. m its five trxspbei nuion>— 
CcnU Hj^i, El Sit'r.iiiijf^ Giul)«n^4^ HnO' 

ilurdfk Antl Nifxrt^iiu (p|;e ^^ ) . 

04her Aetivifles 

tn addiUon to rhc tin:hrv)£4l astiinnct 
Mtivttln 4»crkb(<d Jibave, ibe Bxuik in I'96ii 
aythorvzi^i: S86l,00i ua ^nnt tedifnc*! ss- 
mt»nc? fpf MtivitiQ nf A gpicrtl nstwe in 
training, pknuil^ juid fcnarcb, »j>d in die 
prDmodon r<^ La.tin America''^ ifilegtuimi. in 
iliinv cttscn these ^failta Utt^ vttpjjI-esneKtpd 
with Eithen iTfora the Social PicigrcM Tmit 
Fun4l. 

Durjjig I96fi the Badt MtulLJCttsJ t»u 
iJevHapfTttnt rriiniqg ^oums at its bad- 
qiuricra ^otr 42 pafticppaat^ irony 14 irtSR- 
bet dountriei. The coursn jcquiini' offi< 
I'ijli with the orginiuiion., |«4ii:ie!., melh- 
nda &nJ opeiatKMi^ of the Htek^ t> wel:l tf 
(if other intcroAtiocul fciiAnoiig i^ends. 
The Bank li^igned 54i.U!iO Feb 71 mA 
t\5Ji&a Aug. 29 *o fimntrt tV wo- 
ONiiKi, The Biuik jJ» iiuthorraed iiZ.^tXi 
Dec- 5 for the i^rcpiiiitiafi of taiiu>j; mi- 
tcriiU for futufr courso. 

The rfaining tn4tntt% a fh« Eaali 
het{k|usrtc» Are iiappJemeJiled t«f cpums 
cafried <jwt ia the j-neniber tnuniri/^ To 
help ergtaae the Ninth Caune* cune6 mt 
In uSDCtAtkkn with the LjJ:tn AmtnOti 
Center for Monetaijr Studies m MtXita Qty, 
the Bank authflrlved 1 1 2M6 oo ApH L 1 2 

Other gfjott autfwriied fgt cxiluw, 
jeminui. jnd &^imiiAr activities iioduJed il\ 
000 Feb, 14 Lo help the [et^i AmRicu 
Irti&titute of Intemaliaiut te^al Snultes t« 
cafi^ oat J ttaitung. |3rpgritii on Centnl 
AmericiTv int<^^atiaa: H^^im March 7 fof 
;i course on ibe prepuatioti ud cnltutwm 
of ittdiutriol pro^ds famed out by Ibt 
Secrefariiit of Centnl Amerioifi, rntegn- 
tion: tZ,C}<}0 AptU 4 f<&r j semifuf na agft* 
adturaJ credit in EI Sxlvudor- l^tpj^O Juoe 
T for 1 CDune ott Ceotrd An'etii^c] ^td 
opment aponiored bj' the UN Eraaksmrt 
Conunmion for iMm AnnerJE^ ^ |J J ^V A^ 
4 far 1 senijttar an devdopt^nt ii»titutioii» 
tpcAJ/ored by the Bdjdc, $10,440 Oo- 24 fot 
a iemiiiji to be cirneij tiut At the Quit i 
hcddqiurten oo iArlutimI apptitsd; $l\ 
000 Oct. 25 for i eomrsr on inctuitriAl pwf- 
ect* in GtuteouJa, $?,fl75 t3ec i9 iot m 
evjJtuiiiofl of the Back's truinjqg ictiTitiei, 
i%Q62 Den 2Q for fcllov&hipi fdt omei^ 
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Pirjigiuv's PlaimiDjic Secrctjrut. $10. 

Dec. 20 for fellowships on port iJ- 
istrarion. and $2^.000 Dec. 28 for a 
se on c(>mparjti\-e law earned «Mit by 

Catholic Uni«rMt\ of Valparaiv." 
.Ic). 

ISSI.SC .iSD RhlSlARai 
I the planning: and research fields. 
Bank authorized three grants in Central 
Tka, as folU>w> $122.«XX) May 19 for 
lical assistance on the preparation of 

dcxelopnient projcas bein^ carried out 
ly by the' Bank, the OAS and Israel m 
five Central Amcri«.aii Cuuntric-*; S^'>, 
June 2 to help finan\.c the a«.tiMncs of 

OAS-IDB-Ef LA Tripartite Mission 
h prmided ad\ice on de\d(>pmcnt 
ling in Central America, and $2S,(XX» 

29 for .1 study of the opcratii>ns and 
!dures of the Central American Bank 
cofKMTJic Integration 
The Bank appnued $I0.0W> May 10 
I study of customs policie> in Latin 
rica carried out in cooperation with the 
J Bank; SIO.lmK) Ma> :< tor a study 
dittfi the treatioji oi a comm»>n bond 

by the Latin Amcrnon Central Banks 
d ciut b\ the Latin Amcrn.an Center 
foncfars *itudics. S^o.OtU) April 12 ;i> 

the Central American Institute of 
loIo^Mial and Industrial Research fi- 
• the prepration of industrial pro|- 
and prcmscstiiKnt studies m Guate- 

and Srt.OiX) Nov. 23 to contribute to 
velc-»pmen: library program sponsored 
IC Bank through the Ijtin Ameraan 
:r for Monetary Studies. 

SOMIC ISTIiCRAl lOS 
In the integration field, the Bank ap- 
rd S2''0.iXX> April f from the Fund 
pccial Operations to fman«.e a study to 
:>\e teleciMninunKations systems in 
I America On Oct 1^ the Bank sub- 
ed S200.1KX) of this amount with the 
rct^ i^f the Social Pruj^resN Tru>t Fund 
■n :he Tnited Stales (ioxcrnmcnt as 
d to the Prcinxcstmtni Fund t<-r Latin 
rican Intt-firation qui;c ^h) 
The Bank aurli.>ri/c->i f^'^.iHH) Jul) :^ 
I meeting on I.a:ir. Ariicrs .i!i :'itc-.:r.t 
at the H.tnk s I:is!!lJte h-r I j-'ii Aincri- 
n:ei;r.itior, :ii Umcdk^ Arc-. 
On Ovf J» the Hjfik approvi-l nm. 



The Bank authorized $^0,000 Nov. 3 
for a study which the Bank has been carry- 
mi: out )ointIy with ECLA and the Latin 
American Institute for EcorKtmic and Social 
Planning; since 1961 to provide antecedents 
lot the negotiation of integration agree- 
ments in the major industries in Latin 
AiiKTica 

Financial Highlights 

The net earnings of the Fund for Spe- 
cial OperatuMis m 1966 totaled $3,633,680. 
before dcdutring charges for technical as- 
sistance which amounted to $1,2^8.600 
These figures compared with net earnings 
of S2,s"'ft.62^ and technical assistance ex- 
l^nditures of $S9*>.104 in 1965 

Grins income for 1966 was $6,310,513, 
.omparcd with $ 1.961.612 in 1965. The 
V)(ii\ gross income from the Fund for Spe 
ual Operations included $3.^93,103 de- 
rived from interest on loans. $1,045,426 
from ct>mmitment charges. $5,686 from 
lommissions «>n loans, $1,649,784 from 
short-term investments and $16.^14 from 
I'thcr sources. 

As of I^. 31. 1966. the general re 
scrst vi the Fund for Special Operations 
had risen to $^,783,110, compared with 
S K. K>H.03(i at the end of 1965. 

Total administratis e expenses charge- 
ai'le to the Fund for Special Operations in 




desel,.p 
yr.itcd I a 



:hc Ru 



I'la;.- has. 



\')()6 were $2."'()S.«11. compared with $2. 
()si.<;n7 in 1901. Disbursements on loans 
t'rom the Fund tt)r Sptiul C)[H-ratic>ns 
.unounted to S«»/)25.9i«, (ompartxi with 
5.:s,6V).'i()*> 111 IVo*!. Tlle^e brought cumu- 
la'ixe disbursements on such luans as of Dec 
^1. I'>6<v fci Sl?I.M)6.26'S. 

Repavnitnis mi liuiis .umuinted to $*>. 
r.'.oM) Ihese brought total repayments 
.;' 'Jk- cfi.l ..! :hc vc-.ir fc S<;. '^28.040 The 
..■i.i''fvl i.uinul N;.itci:u-iit^ .)( the Fund f»)r 
.Sjciial (>(«<rjt;i)nN are contained in the fob 
lo%ci„,- pagc> 
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Inter-American Development Bank 
Washington, D. C. 



In our opinion, the accompanying financial statements (Appendices ll-l to 1*7) pre- 
sent fairly, in terms of United States currency, the financial position of Inter-American 
Development Bank— Fund for Special Operations at December 31. 1966, and the results 
of its operations for the year then ended, in conformity with generally accepted account- 
ing principles applied on a basis consistent with that of the preceding year. Our examina- 
tion of these statements was made in accordance with generally accepted auditing stand- 
ards, and accordingly included such tests of the accounting records and such other audit- 
ing procedures as we considered necessary in the circumstances. 



PRICE WATERHOUSE ft CO. 



Washington, D. C. 
February 7, 1967 



APPENDIX 

Balance Sheet ll-l 

Statement of Income and Expenses 11-2 

Statement of Disposition of Net Income and Changes in General Reserve il-2 

Statement of Technical Assistance Expense 11-3 

Summary Statement of Loans IM 

Statement of Contrftution Quotas H-5 

Statement of Currencies and Demand Obligations Held by the Bank 11^ 

Notes to Financial Statements 11-7 
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FUND FOR SPECIAL OPERATIONS 

INTER-AMERICAN DEVELOPMENT BANK-fUNO FOR SPECIAL OPERATIONS 

BAUNCE SHEET 

DECEMBER 31. 1965 AND DECEMBER 31. 1966 

Expressed in United States Dollars-^ee Notes to Pinancial Statements-Appendix 11-7 



ASSETS 

In fraa bals (Appendix ll-$) (Note B) 
Unrestricted 

United States dollirs 

Member currencies other than United Stttes dollars 

Restricted 

United States dollars (Note 

Member currencies other than United States doUara (Note Q 

United States Government obligations (at amortized cost— fKe amount 1965 

$11,000,00(^-1966 $12,000,000) 

Time deposits-United States dollars 

Accrued interest 

Uas Htstatfiv Mi ky tak (Appendix IM) 

Total loans approved by Bank since inception, less cancellations 

Less principal repayments to Bank 

Less loans soM 

Approved loans held by Bank 

Less undisbursed balance of approved loans held by Bank 

AccrMl cl«|M ai tan bM by Bart 

In fraa MSbars (Note D) 
Omtribution quotas receivable 

United States dollars or gold 

Member currencies other than United States dollars 

Non-negotiable, non-interest-bearing demand obligations denominated in member's 

currencies including 1965 US $500,000,00(^1966 US $748,000,000 restricted 

(Appendix 11-6) (Note E) 

Total assets 



$ 4«,2S0 
52,831,412 




1 vum 


17,956,796 


$ 71,274.458 


757.90 
23307.7S0 


10.979,300 

33,495,542 

463,075 


44,937,917 




366,399,554 
3,856,660 
1,645,058 


74,378.603 


6S6JIM5B 

VBua 

1.645.061 


360.897,836 
286,519,233 


61^276^ 
S3247531 




677.858 




250,276,500 
48.806.000 






632,292.233 


931.374.733 

412.176 
$1,123,065,745 





$ 9uajn 



aysuM 



UMHO 



6nLllUM 
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INTER-MIIERICMI DEVELOPMENT BANK-FUND FOR SPECML OPERATIONS APPBM N-l 

MUNCESKO 
DECEMBER 31. 1965 AND DECEMBER 31. 1966 
Expressed in United States Dollars-See Notes to Fnancial Statemeflts-Awendix 11-7 



UMUIIKSANinNIBMLANeES 



Accrued expenses and accounts payable $ 105,758 $ 129.036 

Funds held in trust (Note J) 67,957 21.m 

Special letters of credit (Note 4,0001217 

flfiMH(NoteK) 



ContriiHition quotas (Appendix 11-5) (Notes and F) 

ToUl quotas sutncribed $1,119,474,000 $1,119,474,000 

General reserve (Appendix 11-2) (Notes H and I) 3,408.030 1.122,882.030 5,783,110 1.125.257,1» 

Totalliabilities and Fund balances $1,123,055,745 $1,129,408,113 
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FUND FOR SPECIAL OPERATIONS 

INTER-MIERICMI DEVELOPMENT BMK-FUNO FOR SPECIAL OPERATIONS 

STATEMENT OF RICOIiEMDEXPQISB 

FOR THE YEARS ENDED DECEMBER 31. 1965 AND DECEMBER 31. 1966 

Expressed in United States Dollvs-See Notes to Hnancial Statenents-AppeiidB 11-7 



Interest C.522.437 $333.U3 

CoiMMtineflt cheriet 116,523 l.iMSy426 

Comminiow ».63MfiO 5.686 SMM^IS 

From investments 2.296,9M I.64S.7K 

From other sources 25,706 16^14 

Gross income 4,961,612 6416,513 

Administntive expenses (Note 6) (See Appendix 1-7, Note L) 

Board of Governors 

Anffliei meetini 57,661 njM 

Board of Executive Directors 

Salaries 71,146 71.SIB 

Other compefisation and benefits 16,395 193M 

Travel 14,583 2Sy454 

Stafr 

Salaries 1.070.467 14M.486 

Other compensation and lienefits 373,001 4SS.334 

Travel 146,297 2133» 

Other administrative expenses 

Communications 83,213 102.362 

Office occupancy 116,620 1S2.2S3 

ftiblicatiom and printing 40,303 33791 

85,765 115^459 

121,359 96.906 

Field offices 

Salaries 101.066 69.153 

Other 151,604 306^09 



2,449,502 3.029.411 

(%ar|e equivalent to depreciation (Note 6] 32,763 3332 



2,482.265 3.062J10 

Less amounts charged to Social FVofress Trust Fund for indirect and overhead 

expenses l>y Banli as AAninistrator (See Appendix III-6. Note B) 397,278 353J89 

Total administrative expenses including depreciation 2,084,967 2JiMll 

hMMi befan spaeial aMtiai 2376.625 



Adtfition to Income arising from retroactive adjustment of rate used in charging 
Social Progress Trust Fund for imlirect and overhead expenses (See Appendix 
IIW, Note B) sum 

IMIMM % 2,876,625 I JJOM 

STATEMENT OF DISPOSITION OF NET INCOME AND CNAN6ES IN GENERAL KSBtVE 



s 2376.625 $ ijeajm 

Technical assistance (Appemfx 11-3) (Note I) 699.104 UBM6I 

Addition to general reserve (Note H) 1.977,521 VOiM 

iaiani nsMW bi|taM« If liar 1.430.509 Umjm 

Onanl rasam Mi If rav (Note H) $3,406,030 I 5JIUM 
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INTER-AMERICMI DEVELOPMENT BANK-FUND FOR SPECIAL OPERATIONS APrBM H 

STATEMENT OF TECNWCM. ASSISTIINCE EXPENSE (NOTED 
JANUARY 1 TO DECEMBER 31, 19G6 
Expressed in United States Dollars-See Notes to Fnancial Statement^-Appendu 11-7 



Chile $ 1W» 

Costa Rica 10,913 

Dominican Republic 35,561 

Ecuador 7,895 

MW93 

19,229 

5.070 

Paraguay , 27,103 

Pen 13,3M 

Uruguay IM 

Central American Bank for Economic Integration 10,030 

Central America-Tripartite Mission 47,002 

Secretariat for Central America Economic Integration 10,000 

Intern training in the Bank 44,111 

FeikMsMps 37,237 

Substantive studies 4«J,230 

Institute for Latin American lnter«tion (Note J) 119,000 

Counes and seminars 445,64$ 

Miscellaneous 7S.1I9 

l,341vW 

Less refunds and adjustments for prior years gJW 
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FUND FOR SPECIAL OPERATIONS 

INTER-AMERICM DEVaOPMCNT BANK-FUND FOR SPECIAL OPBMTIONS 
SNHURY STATEMENT OF UMNS 

OECOffiER 31, 1966 
Expressed in United States Dollars-See Notes to Hnancial Statemnts-AfipMdix 11-7 



t4 



HO) 



$ 48,578,128 $ 14.824 $ 67.740 $ 48,495,564 4 47,354.569 

Bolivia 44,760.000 4.029,877 40.730,123 21,876,983 

Brazil 159.675.633 913.180 158.762,453 130.574,534 

CMIe 73.880.503 135.605 663.158 73.081.740 63,265.028 

Colonbia 34,905.103 33.173 115.384 34,756.546 31.333.109 

Cotta Rica 10.100.000 10.100,000 8.994.934 

Dominican Republic 5.240.000 5.240.000 5,000,500 

Ecuador 19,461,892 649,973 18,811,919 13.524.835 

B Salvador 182.728 182.728 

Guatamala 13.635.000 13.635.000 13,436.326 

Haiti 7.160.000 268.763 6,891.237 5.137,271 

Honduras 29,640,000 797.572 798.776 28.043.652 20,035.142 

Mexico 63.680,000 63,680,000 57,680.617 

Ricarafua 22.100,000 22.100.000 17317,906 

Panama 19.400.000 371.751 19,028.249 15.515,582 

Paraguay 29.906.942 1.505.327 28,401,615 19,938.622 

Pern 41,175.000 21.172 41.153.828 40.303,574 

Urufuay 6.297,000 197.000 6.100.000 6,075.315 

Venezuela 9,900.000 20.000 9.880.000 8.464,391 

Central American Countries- 
Central American Bank 

for Economic Integration 17,203,927 17,203,927 6.046.353 

Total $656,881,856 $8,958,217 $1,645,058 $646,278,581 (3) $532,375,591 (4] 



I 628^ 

11.5?7.qB5 

12.1636 

1,436^ 

744.613 



$ siysi 

74ZUB 
I^379;I7I 

2javm 



14UM 



$ 1.140.995 
18.853,140 
28.187319 
9316.712 
3.423^7 

1.106.0G6 
239300 

5.287.084 
182.728 
198.674 

1,7S33G6 
8.008.510 
5399.383 
4.282.094 
3312367 

8.462,993 

850354 

2438S 

1.415.809 



11.157374 

$113.902390 $S6,836J30 i^WM 



1329304 
2386^ 



(.1481111 
2783e 



U93K 
ZMSN 

4J«j9i 



tjBjm 



(1) Tkt tank ntkts Imm to iU menlMrt or political lubdivisiom o( its iiMini 
•r te prhntt mttrpriiti locattd in th« torritory of its mmbtrt. For loin 
etkw thaa Mnbirt. the Bank in many iratancti has recaived «ith«r the mamlMr's 
IMmrtN or ethar sacurity daamad ipproprista by tha amk. 

(2) AH of tka loans hava bean approved by the Bank, but certain loans have not become 
tflWtivt lod disbursameiits therewdar will not haiin until tbe borrower and luarsntor, 
if my, take certain action and fumith certain documents to tbe Bank. 

(3) Of Ota total approved loam held by the Bank, loans anreptim $317,883,581 had 



become effective (i.e. 
above). 

(4) The Bank has entered into 

(5) Amounts include loan balam 
may be repaid in members' 
borrowers, may be repaid in nM 

(6) Amounts include loan 



) for dtsbwawMaO as tf Di c iMti r 31. Ml IM Vl 



ecu of I2.2so.oao Midi, saBlMt to flw taarn aaowM 
carrwKiM aad f7.4IMn7 abiciu at flw spMai tf «» 



balance* of «17,S82.0as iMck, at tkt m»m t» «it Baiiaiais. 
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MTOMmCM OMLOPIDIT BMK-RMD FOR SPECIM. OPERATIONS 

sniEKiT w m i m wi mtis 

0BaKX31.19G6 
Expresnd ■ (MM SMes (Man-Set Hote (b Rnmciil Stttments-Appendta 11-7 



4.36 I 48^^ $ 7.735W I 799,838 1 40^337,80 

BrfMa J5 3324.000 621.000 971.000 2^32^ 

BtkB 4J6 48373.000 7.735.500 41.137.500 

Ckile IJO D.419.000 2.124,000 11.295.000 

Cotartn 1.20 13.410.000 2.122.500 11,287,500 

OHUKa 18 1362.000 310.500 1351.500 

- iBf HiMk 23 2316.000 414300 2.202300 

Bmrfor 23 2316300 414.000 2.202300 

QSilwdBr 18 1362.000 310300 1351,500 

GHt«Ml« 23 2.616300 414,000 2.202.000 

HrtI 18 1.962300 310300 310300 1341jB« 

lli*w -.18 1362300 310300 1351.500 

■Bleo 230 31.419300 4372300 26.446300 

18 1.962300 310300 1351300 

18 1.962.000 310300 423300 

IS 1.962.000 310300 757.500 894301 

58 6348.000 1.036300 694355 4315^ 

SWm 8039 906300.000 77,000300 823,00Q3N 

47 5,241300 829,500 49,000 4362318 

234 26.187300 4.144300 1371383 2fl37B3P 

iOOOO $1,119,474,000 $111,737,000 $108.955326 |896.7n.l» 
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FUND FOR SPECIAL OPERATIONS 

INTER-AMERICAN DEVaOPMENT BANK-FUND FOR SPECIAL OPERATKNIS 

STATOIENT OF CUUENCES AM DEMANO OBUMTNWS HELD BY THE MM 

DECEMBER 31, 1966 
See Notes to Financial Statements-Appendix 11-7 



nttd) 


Iml trnnmt 


Mkn 


itutmrmn 


Mkn 


MmiMMv 


•iw^. 


82.525 


4,067,302 


1 49.286 


3328385580 


$ 40,33736 


333233236 




172 J4 


452,394 


2.625 






4S3M 


218.84 


6.652,323 


30398 






ifSt^O 


11J75 


47.771.922 


4.022.556 


27.692300 


2332,000 


nm/m 


18.50 


579.102,027 


31302312 






57940JBZ7 


2,075.40 


885.167.504 


426304 






885.1673M 


m^^ 


4.37 


38,435^14 


8,795366 






38,435314 


9873^ 


9.00 


89,766.466 


9374.052 






89.7663S6 


12.48 


933.241 


74,765 






933341 


6.62 


6,012.515 


907.989 






6,812315 


1.00 


2,047,754 


2.047.754 






2JlllffJ» 


138WtfS* 


18.00 


35,761,001 


1,986,722 






35,781301 


2.50 


3.599,596 


1.439338 






3389386 


13113^=^ 


1.00 


240 


240 






2(8 


2^^ 


1.00 


1.788,000 


1.788,000 






1.788308 


U8M^ 


5.00 


2,953,306 


590,661 


6.705,000 


1341.080 


9388386 


13n3^ 


2.00 


2390.826 


1.445.413 






238UK 


\jm0Si 


12.50 


275.246,869 


22319.750 






2753(8388 


nrn^^ 


7.00 


8.783,528 


1354.790 






8,783328 


\»j9f 


1.00 


56,556 


56356 


1328.000 


1.228300 


13843B6 


im^f 


122.00 


82,385.068 


675387 


109.068,000 


894.000 


191.453368 


\mm 


126.00 


215.739.450 


1.712.218 






215.739398 


UI2318 


27.65 


1.076,880 


38.946 






1376388 


IM« 


26.99 






129.941326 


4315,0(5 


1293IU2I 


4gnui 


1.00 


362368 


362368 


75.000.000 


75.000.000 


75362368 


753823B 


1.00 


757.902 


757.902 


748.000.000 


748.000.000 


748,7W3« 


mjsm 


55.00 


1,968,606 


35.793 


239.937300 


4362300 


2(1306,186 




4.50 


453,194 


100,710 


92.119352 


20.470367 


923723(6 


nsnsn 



*r|entii>i P 

Vfentirn P 

Bolivia P 

Briril Cruzeiro 

BtkII Cruztiro 

C«l« Escudo 

I Peso 

I Peso 

ica Colon 

III RetNiolic Peso 

Ecuador Sucre 

Colon 

Quetzal 

a (Hote Quetzal 

Haiti Gourde 

Lempira 

8 Peso 

Cordoba 

Balboa 

Guarani 

Guarani 

Pmh Sol 

hru Sol 

Uiiitid States Dollar 

IMItad StatM (Note E) Dollar 

Uniguay Peso 

VeMiuela Bolivar 

Total evressod la Uaitad States dollars .. 



S91,899.701 



9896,781.174 



1 11-7. NatM A. ■ Md 0. 
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INTER-MIERICAN DEVaOPMENT BANK-FUND FOR SPECIAL OPERATIONS APrBM II-7 

NOTES 10 FMANCML STATEMENTS 

DECEM8ER 31. 1966 



NOTE A 

Amounts in member currencies other than United Sutes dolhn have been translated into United Sutes doilan at the rates at which the amounts 
were received or loaned bjr the Bank, except for the undisbursed balances and accrued charges on certain loans denominated in member cur- 
rencies other than United Sutes dollars which have been translated into United States dollars at the approximate market rates of exdumge tX' 
Mag at Dece m be r 31. 1966. No repreaenUtion is made that any of such currencies is convertible into any other of such currencies at any 
rate or rates. 

NOTE B 

In accordance with Article V, Section 3 of the Agreement Establishing the Bank (Agreement), each member is required, if the par value of its 
currency is reduced or if the foreign exchange of its currency depreciates to a significant extent, to pay to the Bank (Fund for Special Opera* 
tioos) an additional amount of its own currency sufficient to maintain the value of all the currency of the member held in the Fund, except- 
ing currency derived from borrowings by the Fund; likewise the Bank ( Fund for Special Operations) is required, if the par value of a member's 
currency is increased or the foreign exchange value of such membe r 's currency has appreciated to a significant extent, to pay to such member an 
amount of its currency equal to the increase in value of such member's currency which is held in the Fund, excepting currency derived from bor- 
rowings by the Fund. The standard of value for these purposes shall be the United States dollar of the weight' and fineness in effect on January 
1. 1959. 



In accordance with the provisions of Article V, Section I of the Agreement the use of these funds by the Fund or any recipient from the Fund 
has been restricted by the members to making payments for goods and services produced in their territories. 



The original authoriied contribution quotas of the Fund were $1)0,000.000 in terms of United Sutes dollars of the weight and fineness in effect 
on January 1. 19)9. 

In January 1964 the Board of Governors approved an increase of 90% in the authoriied contribution quotas of members. All member countries 
have subscribed and paid the increase in their contribution quotas in full. The original and increased contribution quoUs have been paid )0% in 
gold and/or United States dollars and )0% in the currency of the respective member except that non-negotiable, non-interest-bearii)g demand oUjga- 
tioos have been accepted, as permitted under the provisions of Article V, Section 4 of the A gr eeme n t, in lieu of part of the pa y m e ut required to be 
made in the member's currency. 

On March 31. 1969 the Board of Governors approved an increase in the equivalent of US 1900 million in the resources of the Fund for 
Special Operations. The resolution approving the increaw provided that the additional contributioiis shall be paid by the memben in their 
respective currencies in three equal annual insUllmcnts. As of December 31. 1966 all member coontriet had paid their respective htstallnenls ift 
full. In accordance with the provisions of Article V. Section 4. non-negotiable, noo-inierest-bcariag demand obUgations have been accepted wbea 
requested by the member, in lieu of actual payment in the member's currency. The resolution of the Board of Governors relatiqg to the increase 
in the resources of the Fund for Special Operations specifies that the Bank shall include in the operations of the Fund finandog for social 
development purposes, iiKluding those heretofore financed through the Social Progress Trust Fund taking into consideration the fin a nci ng pdi- 
cies which have guided the operations of tiie Social Progress Trust Fund. 



78-772 0-67-24 
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In acconfauKe with the proviaioos of Article V, Sectioo 1 of the Agnaaeat the United StMet hn ipccified tfait the iTMMNNtOOO tmittniMkud 
December 31, 1966 under its incretaed cootribution to the Fund for Special Operation* iliall be rcatricled to nakj^ p a/mata lor the pwdMe of 
goods or services from the United Sutes, or for the acquisition of foods or services of local origin in the coaatay m whkh the paojaet k kami 
The United Stttes has specified also that the funds may be used for the acquisition of foods or services p roduced in other coiitihi iriadi ue mm- 
bers of the Bank if in the judgment of the Bank such truisactions would be advantageous to the itcipieat. With iciiMct to the we of faods for fm- 
chases in the countries where the projects are located the related dollars are diabursed under a special letter of cicdk p rocBc h itc w iimA f Ike (tfun- 
lent in local currency is provided to the borrowers for use under the loan contract and the dollars are vtiliied to r'liiyluM fooda and iCnicBi htm 
the United Stttes for export to the respective countries. 

At the request of the Bank special letters of credit have been opened by commercial banks in the United Stales in fcvor of ocrtdn hnaki la BHifeer 
countries which have been designated to advance local currencies to borrowers. Advances have been made to boc i ow m by aevtnl hnaki la BHifeer 
countries upon receipt of advices that the relative special letters of credit had been opened without coRCSpaodiqg iliJwiiirniMli bf tfK BHk to Ihe 
appropriate commercial banks in the United Sutes. Under the terms of the loan agreementt tfaeae advances have been dtugai to tfie M^Htfto lOHi. 
As of December )1. 1966. the Bank is liable for S4.000.287 of these advances made under the apedai letter of credit p rocBd m c. 



In making decisions coocemiiig operations of the Fund, the number of votes and pefcent of total vote for each mtmbtt Hc Ihe «■» il ghavB «• 
Page 00, Appendix 1-9 to the financial statements of the Ordinary Capital. All such decWoos shall be adoptod bf at kttt a t a wMMwil toalBri^ 
of the tottl voting power. 

NOTBG 

Article III, Section 3 (b) of the Agreement provides: "Expenses pettaiaJag directly to otdiaaiy opei a lioa a diall be chatgad to tfto oadtatoy 
capital resources of the Bank. Expenses pertaining directly to special opecatioBS shall be chaffed to the icmmkbi of Ihe had |^ 9|p«cW O^ 
erationa]. Other expenaes shall be charged as the Bank detenninea". For each of the years ended Decwnber )1. Iko^gli iMi aqxaaea wWcli 
have been deemed to be not identifiable aa pertakiing directly to either the OnJiaary Capital or the Faad lar SpacU Opcniiaai hanc Imb <■»• 
triboted pursuant to the decisions of the Board of Executive Directofs. Expenses dating 1965 ai|d 1966 wUdi haw bcaa daanad to he aat 
identifiable as pertaining directly to either the Ordinary Capital or the Fnad for Special Opetatioaa have been chatyad 77% to Ifai iomaa of d» 
Ordinary Capital and 23% to the income of the Fund for Special Opecatioas. 

In 1964 the Bank purchased the twelve stoiy building in Washington, D. C. in which itt principal ofices are locatod. Tbt coat of Ifai laad 

and buildiqg less the reserve for depreciation is included in the assets of the Ordinary Capital of the Bank. Meall 

have been made under the allocation formula specified by the Board of Executive Directors: accordingly, a cfaaige cqaivalaat to < 

been made against the income of the Fund for Special Operations. 



Pursuant to actions of the Board of Governors the excess of expenditures or income of the Fnad for Special O penrt Jo aa , aftar dada 
technical assistance expenditures, has been allocated to a general reserve for poasiUe future lossea and the fuhwe aet iaeoaw kto i 
assistance expenditures of the Fund will, until further action by the Board of Govemora, be allocated antonatically to tadi laaenc ca 



Under the provisions of Article VI of the A gr eement the Bank may, at the request of any menbcr or mem b aiB or of pciaato foaa that aay 
obtain loans from it, provide technical advice and asaistance. 

At December 31, 1966 the amounto approved by the Bank for expeaditiucs in the future for tecfanical asajataao piojecli ««ta |l,4M^9n> fur- 
suant to resolutions passed by the Board of Executive Directors all technical assistance expenditures after Jaaoaqr 1. 1969 aai to be dam»d 
first to the net income of the Fund for Special Operations, including such income accumulated in the geaetal tcaefre of that Ptaa^ aad thaaedter 
to the net income of the Ordinary Capital. 

The acomwlated technical assistance expenditures made by the Fund as of December 31. 1966 iacfaHle S69.708 wUcfc uaf hc ariaibaaad to 
the Fund if loaas are granted aa a result of the technical aaaiataoce pcorects. 
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NOTE J 

In December 1964 the Bowd of EiKOitive Directan apfMOved a aeiolutioa whkfa avlfaoriMd tbe creitiaa, u a dcpcadenqr of the Biak, of 
the Institute for Latin American Integratioa to study the various ccMiamic. lecfaoicai. legal and institutiaaal measuict lequiied to atKOtthM 
the process of Latin American inteicratioa and to provide training in this Md. The resolution specified that the Institute be located in Bueaot 
Aires, Argentina and authorised the President at the Bank to enter, in the name and on behalf at the Bank, into the aecesaaiy a gw ewien ti to 
finance the expenses of installation and operation of the Institute. The resolution also authoriaed coOlribution of op to 94^,000 to be tmit 
through the technical assistance operations of the Bank — Fund for Special Operations as the Bank's share of such expenses. Bf aepanle (aolnlioa 
the Board of Executive Directors authorized contribution of up to 1463,000 to be made through the technical assistuKe operations of the Social 
Progress Trust Fund, which is administered bjr the Bank. The resolutions provided that each of the contributions should be paid m four 
annual installments; the first of up to $106,000 in 196) and the icmainiqg duce of up to 1119.000 each in 1966 through 1968. 
The Institute was esublished in 196) and began its operations in Buenos Aires in the offices provided for its headquarters bf the Govetn- 
ment of Argentina as part of that country's contribution to the Institute. As a futther contribution toward the operation of the Institute, the 
Government of Argentina has agreed to provide the funds necessary to cover the expenses of roaimenance of the ofioes and the annual salaries 
and related e xp e ns e s of local administrative personnel of the Institute. 

In addition to the contributions agreed to be made by the Bank — Fund for Special Operations, the United Stales throqgh the Sodal Progren 
Trust Fund and Argentina, contributions totalliqg $132,000 have been specified for seventeen members of the Bank for each of the years 1965 
through 1968. The contributions by member countries to finance the operations of the Institute are not considered to be contributions to the re- 
sources of the Bank. 

The Institute maintains financial records and books of account separate from thoae maintained by the Bank and is subfect to a separate account- 
ing. Accordingly the assets, liabilities and results of operations of the Institute are not mcluded in the accompanying financial stat ements. The 
Bank— Fund for Special Operations, however, handles certain tnuisactions for the Institute and during 1966 received $379,000 in behalf of the 
Institute from the following sources: $119,000 of iu own funds transferred to funds held in trust as the Bank's 1966 contribution, $119,000 
paid by the Social Progress Trust Fund as its 1966 contribution and $141,000 paid by seventeen m e m b ers of the Bank, not iacludii^ Argeo- 
tina and the United States, as their 1966 contributions. Of the amounts held as of January 1, 1966 plus the additional amounts received in 
behalf of the Institute in 1966. the Bank in 1966 disbursed directly to the Institute or in its behalf $406,7)) and the remaining $21,680 is 
held for the Institute at December 31. 1966 and is included in the aaompanying financial statements as funds held in trust. 

NOTE K 

In accordance with the loan contracts borrowers have agreed to special charges to cover costs of extraordinary supervision and inspection services 
performed in connection with protects financed under the loans. Beginning in 1966 the Bank established a special fund in each of the separate 
windows of the Bank (Ordinary Capital. Fund for Special Operations and Social Progress Trust Fund) to accumulate the amounts charged under 
the special provisions of the loans. Each loan is charged pursuant to the contract and the offsetting credit is accumulated in an account called "Fund 
for special supervision and inspection of loam" (Fund). Expenses associated with supervision and inspection of these loans which are over and above 
those normally and routinely performed by the Bank are charged each month to the Fund. There follows a sommaiy of the transactions in the Fund 
(Fund for Special Operations) in the year ended December 31, 1966: 

Charges against loans $42.28) 

Expenses incurred in special supervision 
and inspection of loan projects 42,28) 

Unexpended balance December 31. 1966 — o — 
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Part III 

SOCIAL PROGRESS 
TRUST FUND 

Operations/ Fiscal Year 1966 

( AJniiiii%ttnil In- ifu- Iiiti.r-Ami m.in 

IX-\L-li)|->n)«.(ii Hjiik .II Aviiniiiislr.iittr 

uinlcr thi. Nki.iI I'm^Tiss Tiiisl I'uiui 

A^TitUHUt VXlllltCtI lHtW<<ll fill 

( iiitdl Stall s fui\cmiiiiiU .111*1 the 
B.mk Itiiu- IV. I';m ; 



Activities 

flu- f liter- AiiKTK .111 iiunk, has Jiiniin- 
isif K-.l ;hi. NiKi.ii l'(ti;;r«.ss TriiM |-ii»d iince 
June I'). I';61. \Mthin iht t'rjmcwurk of 
1 1 If A II '.UK c liir Progress umltr an aprce- 
imiit with the l=iiitt\l Staitt G«»\crnnicnt. 

()ti;:iiialK. the rnitCii Slate-. as^i^ncJ 
S^Vi Miillii-ii III the Trust hiiu! and sub- 
Mi|iKiiiIv I'D leh iv, 196 i. it incrtasci! 
tli.il Mini !■; Sm iiiiIIkiii tci S^2^ jniUion. 
Ihc 'IriiNt I'liiui wai cslahlishcii as part of 
the S(kimI hitcr-Anitrii an I'uiul for Soiial 
I'M^rt-iN whiih ^^a'• prKjiosol by the United 
Slatf. aiul appnneil I<) the rcprcscntativcb 
nl the Anuricaii Re|iul>lKs in the* Act of 
lii.pii.i III Si|i|nnlH.T IW>(). 

InJtr the a.niteinciil, the Trust Tund 
I", desi^ncil "let pr«)vide lapital resources 
.iikI tahiiiial assistance on flexible terms 
.ind ii)inli:ii>ns. imiudiii/; repayment in l<KaI 
i.irremy aiul the relenthn^ of repaid funds 
Mu\ iiiteres!. in aimrdanie with appropriate 
.iiul sdeilise ^rittria in the li^ht of the rc- 
si'unes axailable, to .siip|>i>rt the efforts of 
the I..itin American (nuntries that arc pre- 
|ared to initi.ite i<r expand etfeiti\c institu- 
itonai impioxenients and to adopt measures 
to eiiiji|f\ fffuientiy their own resources 
with a viiw (11 aihievinj; >;re.iier stKial 
|To,i:rc.ss and mure l-alanicd eiononiic 
;:ro\Mh." 

The res<Kiries of the I'und were to be 
utilized in ni.ikin/^ lo:uis in the fields of 
lanti settlement and improve*.! land use. 
housing ftir low-income groups, c«Nnmunity 
water supj'ly and sanitation faiilities, and 
.idvaiucd education and training. 

In addition the Bank was authorized 



tu use the resources of the Trutf Vmi m 
proxidm^ technical anistance idtftJ ki 
|)rojcits in the above four ficUs » «il 
as that riljicd to the mobiJiatiaa of do- 
mestic finaiuiai reioiifoes and the stiq^ 
en in/; of financial 
America. 

On July 21. 1966. the 
the "Prcinvcstmcnt Fuod for Latta AMtA- 
can lntej;ration." Shoctty tfaefcafer Ac 
United States Government nd ik Bat 
si/;ned an amendment to the Tnol f^ 
A/{recmcnt under which sodi aaaooob of 
the rcsiiurces of the Trust Fkind asoqfbt 
agreed upon from time to time oijr be il- 
lotted to the Pretn^-estmeot Fund for Uii 
American (ntegratioD f|Mge 5J). "* 
same day throu|^ an escfauge of kBm At 
United States Govemmeot Mssigped » ■» 
lial Si. 5 million from the Ttait Fnd to 
the Pretn\-estment Fund. 

As indicated in the 1il69 Aami le- 
l^>rt virtually all of the icsamn dbnd Id 
the Trust Fund hy the United Stafti Gov- 
ernment were committed in ham and teAr 
niial assistance hy the end of 1961. As of 
Dcx. 31. 1966. such kun ommiitants flood 
at 117 totaling S501,233,9M. and ledKMoI 
assistance /{rants had readied |8^ nillioo 
The latter included grant tfthiwil Bsix- 
.uue fur $1. 922.2-49 extended fcy the Bsdt 
from the Social Progress Treat Fund in 1966. 

The Bank's lendii^ adivitiei with the 
resources of the Social fng^tu Tratt Fund 
in the future will depend on repayments on 
loans made up to 196). The amortizitioa 
jK-ricxJs on these loans, inchiding grace pe- 
ricKis, has varied from 20 to 30 yois. llius 
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audi i<niv»tka will be limilttl iut unrnc \imt 

However, the Bmk's authorizitionji of 
■eCJiJ. devetdpfijcint iDjirta afc amtl nuiri£ ^ 
in iiiijilljnirtis'bed nte siiiA C^ fid.Qk is ncift' 
in^kin^ ^Lich Icmni with [he expand^ te- 
SutiitA q{ IJh Fiiad Tar S|:«rr^ OpefdtiiinS. 

In i£miii»nc« with the ferms q? tJtc 
Tmit Fiiod Agmaivcnl:^ tlic Sjmk Ki A^- 
mimstntfit pubJuho * sepiwte tcpntt do 
the me^ur» cakcn bf ihe JLaitn Anwricin 
bsjfriwing fountrica to Afcomplish tlw ob- 
toctivca jpellod cjut ui Ihtr Act uf Bonoti 
ind Chp CMrta of f\ifFLi del Eite. 

T#chn]cai Assistance 

The tcchfijcjd iKiiQuiDe extended by 
Lhe Bank in 1^66 from the SocmI Progreu 
Tmsl Fynd unounted to |t,9*2,24^^ of 

Tlie v;*^ mmnitmmti brougtiE net 

cvjmutiitive tifrhniail awtsurvce jiurhpriit- 

rfofis irom thf Tmst Fund to Snjl6.364 

15 of Dec 11. l%6. 0/ thL^ium *a,fi29,605 

wu grjJ3t aid uid i?,OS<^»^l wa» ickcn- 

btcnible jjsi^ainice. 11k mdiar poitiipt] of 

tht ttitiAmtiuihlc 3si,isiim:e cani<y5ted of ptrts 

J * gf Tnud Fimd loutn? atlocared to the Icchni- 

11 Oil! itervicei, required in pn^ecfi- 

^^^ The 196fi commitment} JnduJed tbe 

initisd two Buthc^risationK nude fram tht 

tl.1i mlllkn whidi the Uiiiied Statu a- 

4ign«d fiom the t»ourcr« crf di« Sodil Prug- 

xeji Tnul Fund tti the Preicivesttuent Fund 




— I HiJie.iiM In 

.... t turn ta o*fl rwotursKi i ^tt ■?? i 



fbf latin Amtricun Inirgrihan whkh Hk 
fiiEik established in JuE^ 19^ (pgic 53} 
The twu nuthufLZitims included $30(1,000 
used to help fimnce >. ie^thiihy Mudf d 
t. ttlcfX^mmunkaUom tpitm \tt South Amef ■ 
jca, wvd t^OpOOO r*> help rin»tttf * titrvey 
UiF multinii tjofUl ioTcslxnenl pCnailbjUl Lei 
within the frjrrwvoris iit Latin Amnckm 
witq^rition (.p«p: 15). 

Following is * fumm^rif of the cechn^ 
cil jJiiMitnc? cncTuntiftKnts nrwde ffPin rhc 
Tni3t ¥\md in t966 and 4 description of 
cjdi of the^ ittdividuil o|<f ationi. 

Rdmbumble 

[n Etuadat ... * ^S^),rHW 

Non-BdniibuiAibie 

rn BoJivij, flrasti], Oiilc. 

the Dpminicvn Repyhlk* 

Etujtdgt, H*iEi, Mntipo, 

Pariguay and 

LffUK't**' i 73A,90O 

Other 

Activities 1,186,449 



T(Hd( NonEetifibunihle 

GItAND Tt>TAL 



1.922,249 
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Cowniry Ael9vift«f 

SUnh 11* h> fi<i*»nt • *fM<Jif JoignciJ lii* 

%c|c»prtK:nt til 4.T1 

tu help Bo1etk»'( Crwi^^o jV-trAJifciw' ^« | ,%^ 
^iJtfit I tJ*!^ ijul A hiiuii4ng |in.igr>ui1 , 

The W;ink mtenHjrd a $24,f>'m grxni 
Jul^ ^ b* r!hc r»*ii'erflMn'rvl mC Ufdiiij for 

f Hd.e 

The f?tt»pt*JtfJt^0 H* Cmiftmnifii^^ 

DOMl!VJ^A^fHEPliBlJf 

On May I ' tin: B^itk iiiJhiH-itfiJ j |s ', 

the UAS rOB ECLA TnpurTile Mi*w<»fii 
whuh Ii4i bf<-i» idviiitn^ the mtian mt pljn 






•M Sililhd|jti tit limt C-i) 

EOIAIIOH 

On Au|j- IV th« I' 



vOUiitTV- 

HAITI 

AlfHijf wrtfi i Jl J ffidli»in Mh tow 
the Ftifwl far SpcvUJ (i]*t.n". 

(fA&tiifMi J H^Uf 10 lu ;. 
fit HTi(Trmr IttrJlrit^' 

Billk ^LttftOMjtoJ ill.' .: ■ c,- 

Tnnit I^Lmii to. tjiwuiiie r«dw)triJ 1 
ftbtfd [*> the p-fo^ram t txcrjiitfln 
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« tci4e 4.1 hturHi^i igtM vi the f-iuv«tti- 
4 tii P*initiiM)i' for the |<UFpos» at rno 

Ifil ipJ'AY 

U]r n; ii> help {iHitiKi' l^tc fuiiviii>c» of ttir 

t) been ifi'^kiinjt I'ruiiiidjr on pbnntcin 
Mvn Tlw Hunk juib^rj/cvl « Ji1,{kK> 

trt ciirrv n*ii ^cTi-iphri^iJ/^r.Lmni^iriic lui- 

nri?Jli\l Tiw <k- pici^'nipjiunK of i f^bti for 

Linttv 

On Aug. Vii the Ikunk »{>[^mvt6 a 
7,1tK> t^aui lo ftn^dcc irrhniril i«rvirc» 
iKittc^l wieh * role si itn44KMl +aflnr fen 

onil fr«mjri.-is >rK)<xki:t Ui i\tty «tit the 

Oltiflf Aett¥ities 
tl) Aii<iiHC>tv W" the rcihnii.ij Av»iilAnLi> 
^i|«i'»t(4;d m wM*Hia*\ ri*>wiitttk, (he lluitiL 
I9<WV inrthi>jricit ,«i l^iti^W in fiMill 
ithrm*! jv^fniume friwK iHi- Tn(^t CuhiJ' 

\ |prt i*ni (n jkUnniiiji, lest^fi fii ,«fuli «liuj- 
, iWid 1*^ per c«n Ho iitrvrtK* rrUtcd ttn 
> lihii AmerM.",Mi inHf^r.iiii.n fndLos In 

iJiiHinrt pftH'i d<tl ftwm ttt l-iiiMJ f Of 



The I^JfCik iMthor>r«| Wl.irtJi,! Feb 21 
tfj IwJp fmiincc tht training cuuftrt *hi*h 
tt i^Tncs (ifett Jt th hc.ii^i.];LiAriert tei laoniltjr- 
lar Utift Amern.T»h otJ^niAl* with the or- 

i^t *hc Bank, " well as. tHhei mtcrrmuiiml 

hn<jnnFi^ i^cntjo A tutnJ uf il 'tlTicuU 
from 18 mtmbct royntiin pirtitifviiecl m 
►he o:iur*W tairicJ uti! m 1 Vrifr. 

On ApnJ i; th<: Baitk JiiithnfTitcJ Sn. 
rtSA Ai It* tiiifitrihylNwi "» I He Nii>ih Train- 
m^ towiw for Uwjn AmtrjcAO ofOcaT'i 
whidi ir fjTiwi**r* in Mcriiii jinnllj' wjth iHc 
1 jlio Anrrtrirjji Crtiler for McMiatry ShiJiCa. 

Tlw Wank aI^ij i | '■pf Mvcd vard^nni ^tjnlj 
fcyt (tiktwibif* <n *;nii#^c*: Ltmcst mit by 
t»thcr iriMirnlH'ni. iiiclutNn^ S^h^WW Mvch 

^ tfV the P«HiJ4{<in GftHtii' V^i^_>iK ,\ SlUiJv 

itfnteT HI Ric" iN f'jm'irj\ f'ni ji »:iit»t^< tm 
uiMiim^ |«*lity <«itl -iJimuidirJlujn pivcrt for 
iiut^nrs ffmn (hfauj^htmi Ltkini Arnffuca., 
5J(J,ono Au^ **> t%\ [be P4ffd(tJ laino* 

MfHfFh:tiitt r/f t''r*ffMJ SfM'^ir/i^r, i MJCtrll 
»ocncB ►rjiMiPi.it tciitcr u^ SanriAgo, Chile, 
lor « coLitK on publK **JTninniFil;uiT»« *2^, 
(KW jfunr T ^,t iliE J ilFfh UiMTW of The 

SwJ PldPintrijK m Siini^M-n tit.ooi) AprtI 4 
<« rhe Inrtr Aaitri mJ PUn 

iirmjB Ccriifcr in M-r "i I'fti w 

ifi the Ljiun AiTucr-..-... i. :_,■:■! it Cartet 

f>iit 1 tTiitnm|^pr«jj!r«»M »m :^«MtiJij;»t. 

Two jjtini* iwerit ,ili*rf ><.uihrinyeJ fcir 
iflJiiithihipK for routtm in Pir.ii^tjav i8.'XI0 
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I ^^rnfrJ' out UFJi ■■- ., ' ■. 

^Tjnis /iir frtjHin^ *aiiiiritt «i ttw fields cit 

i\ann, -.. 'i^uv April tJ for the 

FUth f Mthirjit C«!fJk cirrievl 

M,. — .■■, .Ml, JuKcf-Amcrifin Initl- 
luttf Iff A/BTictiUufjIl StiCTitM, JJt.tN>o Sept 
tV II Iff relilot«,.!khlp5 lu 1 toiiifF nn igrjirMit 
Pciorm sor^hiturj hy the (,li|1cJii In»lili|jlr 
*«r AgrjiNrfc Rtrurm, M7,iH^^* Sept. J7 ta fi- 
(urHc i^rraildirij lirvtlopn-Ktit tuynes io 
Cipltin^hM, tJiiLii^ Guariemiiih, NitiifjjcuA, 
P.inwii* AtiJ F4r,^ay, $1(^0(10 tnK 14 titd 
Ji>,.''iiM» NfifV. 2i ftiit * lOtLLtur on ii|t»'n:uli' 

Sl2^Xi(i Styi 26 filF art dgdt.ulLluj-Al t».iniU^ 

prciji'rjm ciirmJ out by thtr hi^KfttU' Sft- 

fitrn'f ti* Af^PnAttnt^i Of I he DiMflmlkLin 
Htfpttblit. 

17ie Bank AiilhtKrHttd ti N^.tifWi lantu 
Junt il Mr 4 iMiinlng ]<r<i'ij^ji(ni pa fl.initsrt 
engineering c»ntrd our in vtiriou* L*(in 
Amrrlrjo oitinirlei iMinrly ivirh the hin 
Ainrficiii HcjJtft Otg^Ani£.il:iuri intij a it^, 
«iO{] gram Dec 14 Im ii iciniiMt ^ui pihliL 
^ittn(ni^lt.i(K.tn wlndi will Inr hcfJ it lih* 
Biak Miriitiqiarier^ in I'Xi? 
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HMI NftTI* FN MEIIM aK II MMr Hi 
citNt M IM TKitM PMianli tot km 
fm^iti >itt tto ktl» If I tU BitHM l« 
fraa tti SwMl Prartii Tratt fmt. 



The SthfKil of Law jtul Vi-jl S«icn<i"J 
^ the L'nivCTsit) i»» ( hile nxxntJ a S1'.<hhi 
zront June "" t.i help finjni.c the stvcnJ 
Latin Ameriun NKi-tini: on PhI-cuI jiiJ 
Mcial Sciences The (hilc-jn (hjmkr ni 
rTonscructiun rccei^cvl j $2~.i»«»<» ;:rjnt jiiU 
S to help organize the l'ir«! lirer-AnHrrKjn 
Congress on Htnism^ an.i .Jrry out a stiiJy 
an the Hemisphere > h«»uMn^c pri'likins 

The Bank asiigncvl Si^.iMMi Nov. ~ t«i 
he puHitation ot the RtHiii.lt.iMe ixi f".»iTi- 
Dunit)- Dc\dopniciU. whi^h t<H>k plaic in 
MtTtiio during! the BankS S-unth Annual 
Meeting in ApnI. 

ISTF.C RATIOS ACm 11 ii:^ 

On Oct. 1-i the Hank allcnatiJ SJ(h). 
nOO from the $1.^ miiiiun uhuh ihi- I'mtcJ 
States as»ij;neJ to the Prcinvestnicnl Fund 
fur Latin American IntC|;ratron from the 
Social Progress Trust Fund (pa^t- l(»f>) ftir a 
study on a telec(Nnmunii.ation<: s\stcni in 
South America. The same day the Hank .il- 
btted $'^0,000 to help finamc a <iiir\<.\ o! 
multinational in\estmcnt possiMlitics vMthm 
the framework of Latin AnurrKa's eionomu 
utte|;ration. 

TTic Bank authorized S''().<mmi rri.ni the 
Trust Fund N«>v. 3 for a studv whuh tl»t 
Bank has heen carrying- out sinte l')f<» in 
cooperation vulh FC.LA and the Jjtin Amer- 
ican Institute for ri.oni-mii and .'vMal Pijn- 
ling of the possibility of dcxelopm^ Leriain 
najor industries in Latin Amcni..i on an in- 
:egrated rc;:ional basis. The B.irik devoted 
57.^00 March " to a C oIl-Kiuiuni on Latin 



AiiierKaii ln:ii:r.i>i«'n held at Citnri^cttii^n 
I ni\(rM(\ in W'ashiiiijt.in 

Financial Highlights 

During lvr>(> the .'so* lal Pro>:res\ Trust 
I-iind had earniiiL's <il .<s.~l i.?J> in ex- 
itNs of txjxrnsCN lH.|i>re iic-.iuitiii>: t harries 
liir {(.ihniiai assistant c Lustv uhuh 
amounted 10 5l.~W.M«)<». lurremy adjust- 
inens whiJi .uni'unte«l to 51^7. J3(). and 
s|xu.il .liarj^c* whivli .imounted to 51 V. 
i>^^ llieM- iiL-iins i.>mj'ared v>nh Sl.Hi". 
»si m cjrnrni:^ for 1<X>S. 51. ^-J 1. 13 3 in 
icihnual assisiame e.xjx-nditureN and SlHl. 
sji" in lurreiuv adjustmeniN m l'X>^. 

(;ro^^ inioine tor the vcar amounted to 
50. 1 ■■«.«)•;". ot whkh S».i^4.8^2 was de- 
ri\i\l frum •iitercNt on loans and 5l.H2^,24S 
«.is dtri\t.l fri-m serM»e diaries on loans. 

AdinmiNirative e>|x-nsfs iharteable to 
ihe Triis: Fund dunn;; l''W> aintmnted to 
SJ.KiVi"*. ioi:;pared with S2.~"0.Kl^ m 
l'w'>^. I)iNl'i:r»tir»fnts on li>ans from the So- 
iial Vr.'yri:-,^ Trus' I'und in \*H^> amounted 
1.1 ^(^^.•)- • i\ .. ^i.inparcd wiih 5''t).''<)~,41rt 
in I'.^(>s. IhiM ini'ii^hi disinirNemenls i»ii 
su-h l<Mt!N ..s ..! IX. 31. 1»><'.6. to $206.- 

o-V.KKi. 

RipavmeiitN h\ N>t nmers on su(h loans 
.1- of I>e. si. I«;f.r,. .uiiouiited to .V..l~^. 
'•s-. loiiiparcd w:ih Si.iOl.Hys in ltKl^. 
'riK"se brou;;ht total repavincnts at tiK: end 
111 iheje.ir t.> SI'^ 1 Jf.."":" 

The audited financial statements of the 
Trust Fund art contained in the f»)llim-in^ 
pa.L'is 
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MMVI 

SKML nNKB mST FM 



on Development Bank 

or of the Social Progress Trust Fund 

^D. C 



ion, the accomptnying fiiuncial statements (Appendices H-l to M-6) 
teems of United States currenqr, the financial position at December 31. 
tal Progress Trust Fund which is administered by the Inter-American 
k, and the results of its operations for the year then ended, in confocm- 
' accepted accounting principles applied on a basis consistent with that of 
r. Our examination of these statements was made in accordance with gen- 
iditing standards, and accordingly included such tests of the accounting 
other auditing procedures as we considered necessary in the drcumstmoa. 



PRICE WATERHOUSE * 00. 



IIH 

aRdExpenses Ili^ 

ai Assistance Expense IIU 

rf loans 1114 

ies Held by the Bank 11^5 

like 
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SOCIAL PROr.Rf.b> TRUST ^\lU'-j 

SOCIAL PROGRESS TRUST FUND 
ADMINISTERED BY INTER-AMERICAN DEVELOPMENT BANK 

lALMKE SHEET 

DECEMBER 31, 1965 AND DECEMBER 31, 1966 
Expressed in United States Doitars— See Notes to Financial Statements— Appendix 1114 



ASSETS 

Dm frM kariis (Appendix III-5) (Note A) 

United States dollars 

Currencies other than United States dollars 

Um Mrtstarthi (Appendix MM) 

Total loans approved since inception, less cancellations 

Less principal repayments 

Approved loans held by Trust Fund 

Less undislnirsed ttalance 

Ictiirt elvin h Imis 

ftiailaMt frM Mta4 Statn fimnMit (Note B) 

•ttv assrtt 

Total assets 

UttlUTIES AMI ram lAUNCES 

I 

Accrued expenses and accounts payable 

FM fv ipMliI sipinrisiH tti htperthi tf hns (Note E] 

FHiMlKt 

Fund established by United States Government (Note B) 

Accumulated excess of expenses over income at beginning of year . . . 

Less excess of income over expenses during the year (Appendix 1 1 1-2) . 

Total liabilities and Fund balances 



114 



$ 93370 
9.0«,838 


$ 9,142,708 


% 232,120 
4.394,45S 


% OHISI 


501.233.534 
8,949.942 




501,233,534 
15.121,527 




492,283.592 
275.135.962 


217,147,63a 
1,132,(»2 


m.mjm 


mmsn 










291,505,000 




mjmm 




170,704 
$519,098,094 




OMO 




fHOMBI 



$525,000,000 
6.643,689 
13,728 518370,039 



ifivu» 



$519,098,094 
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SOCIAL PROGRESS TRUST FUND 

ADMINISTERED BY INTER-AMERICAN DEVELOPMENT BANK 

STATEKNT OF MCOIK AM BKNSES 

FOR THE YEARS ENDED DECEMBER 31, 1965 AND DECEMBER 31. 1966 
Expressed in United States Dollafs-See Notes to Financial Statenieiits-Appendix III-6 



lU 



Strvice charfes 

Gross Income 

Salaries (Note B) 

Professional services 

Travel 

Priirtinc 

Field offices (includes salaries 1965 $203,556-1966 $187,909) 

Mscellaneous 

Indirect and overhead expenses (Note B) 
Paid or payable to Bank— Ordinary 

(^pltal (See Appendix 1-2) 

Paid or payable to Bank-Fund for 

Special Operations (See Appendix 11-2) 

Total administrative expenses 

Emss af Imwm ifar aiariilstratin upaHts 

TkWoI assistaK* and spadai clarfas 

Technical assistance (Appendix III-3) (Note C) 

Decrease in United States dollar equivalents of Latin American currencies 1 

by the Trust Fund (Note A) 

Special charge arisinf from retroactive adjustment of rate aikwed in c 

intfirect and overhead expenses (Note B) 

iKtis ef hMM am a spa wa i 





$ 3,253,152 
1,355,174 




% 4.354J52 
1323,245 




4,608,326 




6.178387 


$ 596,118 
28,082 
110,786 
79,061 
229,114 
388 




$ 495,955 
43,113 
72,031 
983S2 
214,590 
340 




1,330,018 




1,184,794 




397,278 




353399 






2,770,845 




2.463^574 




1,837,481 




vujsa 




1,541,433 




1.799300 




282420 




157330 
139333 




% 13,728 


% 130360 
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SOCIAL PROGRITSS TRUST FUND 

SOCIAL PROGRESS TRUST FUND 
ADMINISTERED BY INTER-AMERICAN DEVELOPMENT BANK 

STATEMENT OF TECHNICAL ASSISTANCE EXPENSE (NITE Q 

lANUARY 1 TO DECEMBER 31. 1966 
Expressed in United States Dollars-See Notes to Financial StateRwnts-A(9«idix \M 



Brtiil 4UB 

Chile Mf 

Cost! Rka va 

DomiiHcan Republic mV 

Ecuador flP 

Ei Salvador t» 

Honduras 4J1I 

Nicaragua QP 

Panama UM 

Purapiay MB 



Central America-Trlpartlte Mission UfO 

Bolivarian Marginal Jungle Highway Project VS 

Inter* training in the Bank 3I|6 

Fellowships '.. m/B 

Sobstontive studies WM 

Institute for Latin American Integration ItUM 

Preiflvestment studies SIR 

Courses and seminars WAK 

Miscellaneous QMB 



Less refunds and adjustments for prior years 17JB 
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SOCIM. PROGRESS TRUST FUND 

ADMtNISTERED W MTER-MOICMI OEWLOPMENT BANK 

SHMTSnTEKNTVLMIB 

OECQffER 31. 1966 

Expressed in United States DoOirs-See Note tB FiRMdal StatcoMts-Appendix III-6 



Tilri 



(Mi « 



$43,500,000 
14.600.000 
82.600.000 

48.937.000 



$ 671.486 
273.749 

1.077.564 
896.250 

1301.061 



$42^28314 
14,326.251 
60,982.436 
34.541.750 
48,632319 



$33398.499 
7.711325 
17385,423 
10,036,402 
17367,155 



$ 8.930.01S 
63143ZS 
43397.013 
24306348 
30.965.764 




12339352 
10385,000 
27,713,000 
22,040300 
14320300 

7,635300 
35324,000 
13,135.000 
12362300 

7300.000 



232.152 
355,000 
44tJS0 
419300 
153.938 



230.000 
734338 
372382 
535350 



12307300 
9,930.000 
27334350 
21350300 
14,166.062 



34.789362 
12.762.718 
12326350 
7,735,000 



6362.779 
5,606319 
10,436.055 
6396315 
8336.025 

2316.742 
18.719.105 
4395325 
2.025^774 
4309.742 



53443a 
4323.681 

16398,196 
15.151381 
5,730337 



1637Q357 
8367381 

1030U7t 
23253SI 



Cwrtnl AmariCM Comtrie»- 



45350300 
10.500,000 
72,999382 

2,925.000 
$501333.534 



135S.194 

53.000 

6,054351 

124.042 
$15,126327 



44.194308 
10,447.000 
66345331 

2300.958 
$486.107307 0) 



15305.723 
8.106332 
22.948.466 



$206,160328(4) 



234017M 
706336 



mNTCM of tiM TniM rmt wn md« to arali 
OmlafMit Bank or to political totdMtioM of 
locatod io Iko torritary of tuck nait on . tm 
laak a* Atainiatratar k 




M« kaHo Brtli Iko tamapor art gaamilar, if aqr. Mo c 

(3) Of Um total a o m »a « loaaa tnai tN roaoareao of 
|4Sl,74lja7 hod bocooM ofloctivo (i.o. oiifiblo for «atwaoaM«) i 
UN (too « ata»«. 

(4) Ika iart aa Ojrtalilfilir kaa oMMtf Mi I t iiii ii ila umH 
VjmMI. 



117 



Digitized by 



Google 



386 INTER-AMERICAX D£\'ELOPMENT BANK ACT AMENDMENTS 



SO'.iL t>POGPESS TPUST FUND 

soctM. nooBS nuir RMD mni 

tOMiSTDO BT HTEI^DBCM DBIELaiEir aw 

SmBHTgfllBUfM — 

oeant 31. hgs 

Sec Rotes IB Hnol tHihaKi Uppfiii »« 




2«JI 111.S1MM $ «U» 

11175 337^ SMI 

2JBUI usBjtiMi mam 

SJI M«^ auB 

USD iMAo tsvm 

6J5 773JV llUn 

2a.« 3,SIM17 HUH 

LOO aajis anuK 

zjo isuM mm 

ujso uKb» mm 

7JB amai sijm 

LOO 37JDI 379 

121SI i^ 9 

JtiM on^ mum 

IM 23Z.12S ajB 

7S10 xmjm mm 

*M xmMn tam 



t tmtmi m tr wmmm um i Ih i Mt IV ttt dnm mm 11 • 
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MTB II FMKML STATOBRS 
OBZIfla 31. 19S6 



Ncm A 

Awo— H ia cwmacks other tiMa Uaitod Sma dollan have been tmubttd imo Ualked Sttia dollan at the •ppfoadowle nMritet nln of a- 
rhanff cntii« at Deeeuhu 31. 1966 eaoept for Iom diibuneflaeal* aitde ia the mtional contacin of the hoaamt n wtudt have bcea maililad 
lalo uallM Si rtw dollan at Ino laM at which Ifao aawuals wttt loaara. No w p imw t ati o a u made that aaf of wch cvficacm is coavtftNHC 
iaio aaf other of aach comacks at aaf me or me*. 

NCmB 

Tlw C p w aa wn of the Uailed Stales of Anecka aad the later-Aaiarkaa Devdepaicnt Bask catered ialo aa Acrecaical oa Jaae 19. 1961 aad a 
s ainil fiiwal a l Acrecaical oa Febraafy 17. 1964 which pravidr that the Baak as AJai i M Mi atee of the Social Pfeoisess Tfoat Rnd aiar aMke com- 
■ihwrati oa behalf of the Tiost Fuad ia aa aaiooat of 1)29.000.000. The icaooncs of the Tiost RhmI ai* (e be wed (e peovide capital aad tech- 
irical aasislaoce to Latia Aaicricaa cooatrics oa leuMe lenns aad coodilioas with a view to acfaMvii« impnrvad coadilioas te the folds ipodfed 
ia the Affoemcat As of Deoeaiber 31. 1966. I291.l60.000 had beea ncieived bf the Baak fram the Uaited Stales. The icoMiader of •233J40.000 
is to be aaade araikblc to the Baak bf the Uailed Stoles as aeeded to aaect co aww it mei i ts of the Trast Fuad. 
ia acCTid ai iw with the Social Pfeoiseas Trast Fuad AfneaHat, the Baak shall chaife the Trust Fuad for the foUowi^ capeaaes: 

a) Salair costs of tiaie which is speat oa work for the Trust Foad bf the pwfessioasl sisff, CKhnivc of departaiaat aad diriaioa heads 
aad sMfHint heads, of the Opentioas^ Tcchaical aad Li«al Departaneats of the Baak, iadadiiw the dtvisioas withia those d e p a rtw eat i . 

b) aU other capeaaes dearly ideatifieble as havii« beca iacuncd oa behalf of the Trust Fuad. aad 

c) iadiaect aad ovcifaead cxpcases of the Baak at the rale of |1J0 per |1.00 of salary costs chaifBd to the Trust Fuad per (a) above, 
snofcct to aafastmeal at the cad of each acooaatiat per io d . 

Ia 1964 the Gowesoaieat of the Uailed Stoles of Anetka agracd to tecsease the rate which had beca ueed ia cfaaigifW iadirect aad ovcifaead 
lapea s t i fion |1J0 per $tM of salary costs to |2.16 per $lJOO of salary costs chai|ed to the Truet Fuad per (a) above. Such rate iacnaae 
«M aMde l e mmti v dy to Jaauary 1. 1963. The |2.l6 iacicesed rate was also used ia cfaargifw iadirect aad oveifaead cxpcases of the Baak for 
the yean 1964 aad 196). By letter dated February 14, 1966 the Goveraaieat of the Uailed Steles agracd to a farther iaciease of the rate 
ffon 12.16 to 12.2) to be applied retroactively to Jaanary 1. 1964; acceidii«ly 1107.0)) cad I31.97S respectively, were paid oa February 21. 
1966 by the Trust Fuad to the t u k Ordiaaiy Capital aad the Badb— Fuad for Special Opaatkas to gh* tSttt to the iaacascd rate for Ike 
yean 1964 aad 196). 

Hk Baak has coatiaaed to use the adinstod rate (•2.2)) te cfaaigifW hidirect aad oveihead capcaan for 1966u The rate ueed te 196) aad 1966 
IS saDfcct to review by cither the Baak or the Goveraaieat of the Uaited Stales, inc aaionat of the adjastmeat, if aay, aad the per io d to which 
it mmf be applied oaaaot be determiaed at this tiaw. 

Fionnc 

Under the provisioas of the Acreeaical iheAtk as Admfaiistntor aiay provide techakal advke aad aasislBace to Latia Anericaa countries. At 
Doosabcr 31. 1966 the aaiouat approved by the JBaak as Aiha iM Mialar for techakal sisistsace pcoiects but aot yet disbursed was |2.)24.4l). 
The aocnBMlated techakal aasistaace cipciiditnres atede by the Baak as AdnuMstiatar as of Deeenber 31. 1966 iadnde 1220.366 whkh 
awy be reiaibucBed to the Baak as Adw ia i s t i ater if loaas are sraatod as a result of the techakal assistaaoe protects. 

FionnD 

Loaa diibwseaicals have beea made ia Uaited Stetes dollan eaoept for ceitaia kaaa for which disbuneneots have beea atede ia the aa- 
taonal cuneacies of the bor r ewe n . h aooocdaace widi the p rov i s i oa s of all loaa ^ g recaieats. ry aya ieB te may be ande ia the aatioaal ouamer 
of the borrower at the appraxiaiate oteiket rate of cacha^e csiatiaf at the date of wp a ymeat . aad ia aoooedaace with the peovisioBS of oertda 
loaa sftedaeati, fcpeymcats nay be nade either la aatifliMil cuneacy or la Uailed States do l la n at the clectioa of IIm borrower. 
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SOCIAL PROGRESS TRUST FUND 



NOTB B 

la accotdaace vkb the 1cm contracts born>wen have acreed to special chaiyes to cover costs of voaotdiauf juiptormm and iiwp«cti<Mi aerricBs p 
formed in connection vith projects financed under the loans. Beginning in 1966 the Bank established a special fund in each of the aepacate « 
of the Bank (Ordinaiy Capital, Fund for Special Operations and Social Progress Trust Fund) to accumulate the amotmts cfaaiscd uodcr the 
provisiom of the loans. Each loan is charged pursuant to the contract and the offsetting credit is accumulated in an account called "Pand for SL 
supervision and inspection of loans" (Fund). Expenses associated with supervision and inspection of these loans wfakli are over and abo«e 1 
normally and routinely performed by the Bank are charged each month to the Fund. There follows a summary of die tcamactsona i 
(Social Progress Trust Fund) in the year ended December 31, 1966: 

Charges against loans 1)90^16 

Expenses incurred in special supervision 
and inspection of loan pro)ects 209,403 



Unexpended balance December 31. 1966 $184,613 
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«< 



Part IV 
"OTHEH RESOURCES 

ope rations /Fiscal Year 1966 



ftnQMtcm 

(ii ly** fhc Bank mrndt luhsfifltul 

fHOuncEf Tuf Lain AtntiiLa'i c^cunuinic an4 
Mettfl *kiei«|Dmis« from iton-membef inxin- 
tnes. Ai M. Fciuli of thne cIioit% the 
Bunk borrow^ ot irra>n^ Eo borioir I');}, 
■4.l!i,7'jfl ttmti mvi-Fiicinbcr iXKuutr'tai Afid 
iigmd to idminijifei: m iddrtioo*! |17^'59, 
flW rn tfUBl ffiSr ntfn-imrnbtr muntiio. 

Tn i4<iirM3ir» th* Bank ivned mi» ^jrkiuj 
discusHKNU lit hciLh ihc biIate»J wid the 
rnaJdF«tcTd levct in tti cqntmuinf ^ffcsrts 
En gcf trcn iiKirc lufijpQit (ton Lttin Aitkt^^ 
ai dflvetcifinient eifottK fitim nxm membcf 
coontris A hrjthJighr in tlnEf Eim£M:xliqn 
wii the v(ui t>)f the Pfeiidrnt of tht Bink 
tn the bwiqiurEen dI tJic F»rf)pean Ecooom- 
k CnrtiaiLind(;f' (tEC) m Bru»elt m NOTern> 
bet 1^)6$. 

Ai it fud in SLrtlifllr ccJAta^ts «]th the 
Detclnprricnir Asitstattcc GcriiuruttR' (DAC) 
nf tf»c Qr^uiiutKH] fciT Economk Coopm- 
tiQfl md Dcveinprnenr (OECD), tb* Bink 
nutEinsl a vjnctjf of meduntiim to the EEC 
thi'Dti^'l] which fiteiKi Fumpcan coopsnlkm 
for LAltrp An3efirj\ Jpvticipiiipnt mt|^ be 
ichitvftj utiJiiinja; the 5cn,ipc5 Qf the Inter- 
AtfxrHMX hunk. Thnr i£rJini£]U« inirludcJ 
icuiiEr icccu for the Bonk'^ stacuritJes in 
Eiirinpf^n ckpJl,i3 <Turtcts, pnJld ftnaficui 
uf-vF^tiCin^ w>lh ihf Mink m icltckj dc 
vtlopirwm pr4if<n:tj. ihe nubldslirnrni of a 
Ekirf^pciun InvcitiTWfil l-Hfid fyr Latm Afiuef 
ici to Ibc irfcninkifercd hv the fl.wik; p^irtki- 
pdJjan b^ Eurnpeu} ccxinchn in prtwidjflg 
fiimb (ot iJw Bink's frcifivntmerit Fmd 



i?Dfl|*n.bion jn the tniiairtf. rescMrli, I 
nkii iHii infoniutton4J jutiirittti oF ] 
Bank'i. InstiMf tur Ijtfm AfPientin I 
l^ratiion in Sueiicw Aii«* 

Thr &4iik'i bi.wri:ni<'iD£i m i 
bet cuuntrio include l£ifig-t«fDi ^«Kt^ 4 
^Kiv^lmt Cc 124 mitliofl tit [til^ 1 
tll.4 millkm jn ^wi^ttUnd: 
hmd smiles df fi mLmon in ; 
cnilliDf! Lq Spain^ ^nJ k trntt t>f I 
irninj<cd Lit Japitn. These 1 
corpcrur^ into tht 6jiik'$ lir^iii 
te»u4x» f at usf in m^Jicmg < 
itnd 41^ dnicrfbed on |^;i^ I !k v^ H ^ 

The fundi which the B«nk r 
4iJinrn!itrtfic]fi iiKrluded 

* An i^lditiotul lU miU»ni3 1 
Mkn tequivileof to S9.2^9,J^^| f 
br Cdtuda 

* A fund of 4,i-U,S0& pcnndji « 
{*U.^59,M0j whkh the Bi-nk 4 
l;dlDfar5ter for the Unitcvl Kit^gdbt* 

* A i; millicMi funil mhttk (kv I 
nf fVBfl t^ xdiqint-'ytN foE Sweden 

■ A lotil of U ■*' rn." 
iDsinj' which the Biiik l* . 
tJic third ind fjnil phi-f 
{□ rch'hJiute Bolivui aUtn/nmi im < 

As of Dk 31, t!M«. |i» flid 
Jtude ^iirnQlLe/TU-Afr to MJm^di!! 
to qoap«:&te in panltef or ted 
PUEicm^ apenttiofu-i with iJte OUN _ 
rif QinAdiL, the Nethed*otii. S*r<ji«, | 
linrtrd Ktuj^^fTO >ni.l Gvtftfinf 
rjuj^QHiaif air tieseribed below: 
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ntktfn RnrtitK' 



fm spcctik psognna ud projedK Incliiiled 

The rEttwnzs of tka Eotn mU be weA to 
ptf for the ia>kc9 ^f CiAiiliia osn^ 



AAEXICO 



t i^ }•. r«4« 



D<. ' :i yctto., Moico hat et- 

p«tiefK"tH ovr vi ■:^3T kiighbl fates t}l ftur 
iijxvH sronfvnk ^ftivth ui Li£in America. 
Its ^nm niiixmil pcoduct mote thxa doid' 

ih» ptifxf lb* viJtie ql g|:rtrultLir)L pfoduc 
tktn »r ccM>siaM prkcn tone ib) 85 pet cent 
iiid that of tnduitrinl pfottuctidn bf 2W per 

THii fcqsTii wu mide possrblc. m lirge 
(flfittiut!, tf fl&fcile pyhiir lnnestin»t5 in 
Mich nxioamfc mfnitructiiii: ^ Ihiphvj.}'!, 
h^i^froelectnc |*p*eF iM ifrig^tron jir«eins 
djid bjf public tndl piiirlt iiiT^stnienB m 
«Tunuf«aurmji *iu) in ft«s pfodyrtiqn tat 
ciport TTiif efffirt WA4 atTfimpaiiied by 
iKfflc iiit^mBt flnwcitn«nri for the prepirt 
♦ Ipn gf prE?iqvr5itmrn( Vudio Nc^ertlidtss^ 
jifldiliOFiii ifivcitrncnite malt I* irixtk in the 
prtmvatnicnl fidd if Medio^ ecxiEiofmi: 
ind letiil dei^ttopment i$ to cofltiflut »t a 
ripjd rite 

Thi:t llotn, fjjong *itb oor for IS mil- 
liOQ frnin the Fuci^ for Speckl Opentient 
(pigt ^1), will prDvide atrmAl reiayrT?«i 
in usxieamtc Hit pxpajit^m of ptdnir«t 
flient tiudiet in prioritjr rieldi. l^if lom 
wtti he used to- [»yr fof Canadian t^uip- 
mcnl iftd sercicei involved in the prrpw*- 
tiM nf lodi preinv«itiiient «i.»dici, The 
lotn i» gtutinteed bjr the Uni^ci Meadfan 
Stitet. 

PERU 

,1M0.QDD C--edl^ dklhw«] 

9.---«^ REPuatiC: or nmu 



TJiLi ]o*fl nipf.letncnti inochiiT fm 
J5-1 MiillKm ertrndcrl ffwn *!« Fiu*i for 
5pft3Al Ofi*r*tii.iui IfM^ '^) Hii tielpinjt the 
RepuJilK of Peru w eftabUsti t <fpnd m Ti- 
ikxnte prein^Mtmenr ifwiiEt The p^ojoct 

4t imvnt6n iFtNBPl), i gortiflinrat*! 
if;eo£y alAbtj^ed ip J969 to f^Eifi^ pirin 
veitment: tciintin. 

PINEPI w<t( uUlJjt tJw p(ratetdi <if 
thii tooLO to ntentt nrirdk ti? st*K Agjnmcsi, 
uittod^xmnu or^&nisjitijom «nd ptmtie ee 
Itrprisei to finnice the pcrforffioflHie of 
ifej^rhirnr SlLtd^A i«n iptsrific p*o|tias inJ 
«s:tn*il studwt for ecTTomur ah J ioo»l de^ 
wh<pi£ieni to be ufficd out by CiinkiJiui 
connilt^rtfls or i^maUmg firm* 

PAftAGUA.T 

Tlif lMi:k oi idojuire trtiuportiliiDii 
fscihiic^ ha« Imxti E]i3e «9f the ftf>nap»l 
fundi^dpi to the orcuMmH: devclopscwn of 
Pjn^u*y Tu iHncfci'me thh hanViinir 'hf 
GiTvrraifKnt fif l^irjgmjr hju p! 
priority fF> rctmt ytM/s en th« 
tion sector, ipefidiiijc saoic 4o ^v: 
ftt turioful biullte^ oa hi^iraf cQfmm> 
tfcftn. 

In t9i» thert we« orvly 156 mile iiT 
ro*di m the ceunLrVi * fjgyre whidk mt 
lo T34 tn 19'^6 lad! to ?»5SW( ip 1966. W 
the Utter only 261 miles ii^ piwisl. 

This iamsi wiU etL&ble Paiaguiy ta fXtj 
our feis.ibi'lil}' ind delicti studies to coomt 

try tQi<di iHtu fint-cEas hijghwFjn^ 0« » 
A 1:24 mile ttinetdt. imrnedvatdif bqfotul 
AuirUJ^t of th= TrifivChaEQ Hi||fW»]f, 
which pBretfttc* the wetceppj pan of the 
iUtiofi tnto Bolivia; tht oibtt ii t l>>mkk( 
mule fnom CanttpoAn, Mme 61 railo rwith 
of AKQad^n, to Pedro jiua GibiJIero <» tfie 
Bniiltin botder. 

The rut Q«co iiia, whidi i* Ttft«Uj 
uAfiilubited, cofltains gti&»r fortst fm^f^ 
jLtid VMl sncfc niiini! ajtat Tbt euteis 
p«t of firaguay rfirtm^ whidi tluc Caa- 
cepciS^ Fbdio Jtitn Cai^Uem mad pois 
oratAlru ridi ftirning, mKhmg utd fotmxf 
lindi. The itudia 4« *1m i4gl>il idJU M 
ifimi of Pftn:gti9.)r's ttmtimaicMhma «it4i ite 



J 



m 



INTBR- 



iliflMiaiflR.S1.lM 



ptSTbfl 



hHk m\^ iiMitMiiit hMri ter Eii«ntifl it J9iM) 






t if Uaim fHitPMtstm aii*« iv Cwudiv mmn [M.m U/Hm ISTtTSlG 

mm iHM diinLon u.i. mtn 






AeuW «t B i^HMi 






jtodUi ^TK,^ 



I 



ev^Mn mm imm mmt 



I «t ipKttk US MUfi 






H JUI lew im tw tRfrwri bf ttn tah. tut t^ ^ra nt bicov iffHtivi mi diitanE^rn^i tiit*«- 
mdtf w1l Ml ^H mli\ Ikf iborrvMr mi pirt^lBf, il Hit. Ilkf artlifl Ktlfn pid Iwmill Ctrtlln 
teCintMs b IM ilM. 

I. M ^ IN hum hfif tH* uImM iFrirntt ^r^, M cHtf 1 KnK* rtarp dI « qMX Md i on^ 
Dtbita ar M Bf II, Mk iHfriit II CfeMten iiailin 
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ALTBHUTEI 



ARGENTINA 

BOLIVIA 

BRAZIL 

CHILE 

COLOMBIA 



COSTARICA 
OOMWICAN REPUBLIC 
ECIMOOR 
a SALVADOR 
GUATEMALA 



HAITI 

HONDURAS 

MEXICO 

NICARAGUA 

PANAMA 



PARAGUAY 
PERU 

UNITED STATES 
URUGUAY 
VENEZUOA 



Pwiro EduwdD Rnl 



CiriH Sirti^B BripM 

JuHoSvjhififiBytii 

R^AirivdiSlnLMi 



Sergio I 



Rodolfb Lwi 
Di6flBmsH.f 
GaloPicsMntni 
ManudRifMlArce 
Rotorto BvrlVis bafukra 



MA.Omi 



Manuel Acosti BmSIi 
Antonio Ortfz Mene 
Ernesto Nmrra RidnrdM 



Cisar Barrientoi 
Sandro MarifteiBi 
nenry n. rvNwr 
Carlos Vesh Ganta 
Benito RadlLozada 



FranciHO 1 takK 



Ctar (tan Acoita 



llfiHl 
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NUMBER 


PER- 






OF VOTES 


CENTAGE 


Diego Calte Restrapo 


Elected by: 






COLOMBIA 


CHILE 


6^ 


3iO 




COLOMBIA 


63 


• 3.50 


VENEZUaA 


VENEZUELA 


12,162 


a77 






H75S 


13.77 


FranmcoNorberto Castro 


Elected by: 






ARGENTINA 


ARGENTINA 


22.563 


12.57 


Alfonso Grate (Alternate) 


PERU 


3.143 


1.75 


PERU 




i&.m 


1432 


True Davis 


Appointed by: 






UNITED STATES 


UNITED STATES 


76311 


42.47 










UNITED STATES 








Julio CGutlirrez 


Elected by: 






PARAGUAY 


BOLIVIA 


1.S37 


lilB 


Alberto IbiiiezGonzilestAtternate) 


PARAGUAY 


1.036 


QJSi 


BOUVM 




m 


m 


Jos«JuafldeOlloqui 


Elected by: 






MEXICO 


COSTARICA 


1.036 


OiS 


ArturoCalventKAItemate) 


DOMINICAN REPUBLIC 


1337 


a74 


DOMINICAN REPUBLIC 


HAITI 


1^ 


036 




HONDURAS 


1.036 


058 




MEXICO 


14365 


8.10 




NICARAGUA 


1036 


058 




DAMAIIA 


\m 


0.58 




URUGUAY 


2342 


IM 






m* 


im 


Carlos Enrique PeraltaMtedez 


Elected by: 






GUATEMALA 


a SALVADOR 


1336 


0.58 




GUATEMALA 


1337 


074 


a SALVADOR 




m 


"rar 


Victor di Sim 


Elected by: 






BRAZIL 


BRAZIL 


22383 


12^ 


Federicoliitrlacodyteniate) 


ECIMOOR 


1337 


074 


ECUADOR 




iS^ 


liU 



TOTAL 



179382 



IQOOO 



*im¥mmv, tm. 
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OFTNEIMr 



Exeortive Vice Presideflt 

FINANCIAL-ADMINISTRATIVE DEPARTMENT 
Fimnctsl Msnsgtr 



Treasurer 

Secretary 

Director, Division of Administration 

Director, Personnel Division 

Director, Division of Information 

OPERATIONS DEPARTMENT 

Operations Manager 
Deputy I 



Director, Loan Division, Northern Zone 
Director, Loan Division, Southern Zone 
Director, Project Analysis Division 
Director, Division of Loan Administration 

TECHNICAL DEPARTMENT 

Technical Manager 

Director, Economic and Social 

Development Division 
Director, Training Divlslofl 
Technical Assistance Coordinator 

LEGAL DEPARTMENT 

General Counsel 

OTHERS 

Financial Advisor 
Program Advisor 
integration Advisor 
Controller of Operations 
Representative in Europe 

INSTITUTE FOR LATIN AMERICAN INTEGRATION 



Felipe Herrera 
T. GraydoR l^ 



lpKi»Capt»4iianaUa 



JorpHum 
FaustoRln 
Victor Alai 
rE. 



EwakbGomiiUM 



EarJqmPfciiCjwiiii 

AlfndBLI 

■■■ ii , II i-i-i , 
iwRHonie wiy 



BHni MnoM 



RoMIlI 
AlfradaV 

6. URGoln SaiMi 



Director 



• At ft Mrek 27, IK?. 
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ARGENTINA 

BOLIVIA 

BRAZIL 

CHILE 

COLOMBIA 



Bmco Cwtnl (te tj REDtJbl^a Ar^tnEin^ 
Banco Cwtnl de Bolivia 
Banco Central da RepOorlc? do Bfisd 
Ministario da Hacieitda ^ ^^^ 

Banco da la RapOblici . , ' 



COSTA RICA Banco Central da CAfti Rka 

DOMINICAN REPUBLIC Banco Central da b R^ la Daniniciiu 

ECUADOR Banco Central del Ecuidor 

EL SALVADOR Banco Central da hwifm ^ i\ ^nfcir 

6UATEMAU Banco da Guatemaii 



HAITI 


Banqua Nationale dc li 9i^\ m <l'Hdit 


HONDURAS 


Ministerio da Uonamh v Ku^nda 


MEXICO 


Banco da Mfoico.SA 


NICARAGUA 


Banco Cantnl da NM^raim 


PANAMA 


Ministerio da Hacletiil3TTe»rD 


PARAGUAY 


Banco Central del PinBEwary 


PERU 


Banco Central de liessfvt diE ?tii 


UNITED STATES 




URUGUAY 


Ministerio de Hacienda 


VENEZUELA 


Ministerio de Hacienda 



Bancd Central u la Vt^Vkt VgE^titv 
Bjncd Centrali ik Boirvu 

Bah:Q Ccntrii at Chile 
Banco ele la i^Epui^lKU 

IflKQ CetilriJ de Ctati Rica 

Banco CetMrjif de la Refi^blica Donvlalcaiii 

bnca Central dgl Ldwbr 

bnoo Cental dt ^sm it El SitvMtof 

BaKO de SiHKemala 

Banco Central *Mofflftil*-. ■- ' 
Birai(l*H*iica,3A. • - •^ 
BHKd CpftTral de riic«ra|tti 
Benct} tlfltioMi de Ptmrnk 

Btm CtrrtriJ del 9v*^i 
Iho CentrM de I^Hiva del Perl 
Federal RflSefvn iaith at rie« Yorli 
BiDCDde la R^pyUinxOntnitad del UrU|yaj 
BancD Ceniral ile VeiKiuelfr 






• As of Marck 27, 1K7. 
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UTM 



The Institute for Latin AneriCM lirtagration. 
NWdi WIS estiUisiied by the BmA to foster Utin 
America's intifntioii, eompleted its first fuH yw 
of activity in 1966. The Inrtitute is a unit of ttH 
Banii NMch ansMis directly to the President of 
the Bank. The Bank's Integration Advisor acts as 
liaison between the President and the bistitiite. 
The Institute, whkA is located ki Buenoe Aires, is 
devoted to the study of the econonk; technkai. 
legal and institutkNial means of promotkig closer 
ntegretkm in Latki America. 

hi AprI 1966 the Second lleetk« of the 
histitute's Advisory Cotnd took place in Mexico 
City durkv the Sevwith kmd mutwn of the 
Boaro or •oveinors or no merMnancMi wm. iie 
CouncH approved the tastHMte'e work program for 
1966^7 and made the fbllowng r e co Biii e iwa t i oB S : 

• The Institute shouM provkle advi«>ry serv- 
ices to hipreve nathmai governmental system rt- 
iated to the hrteration prooasi It shouM alao 
carry out research on peelkig muttlHtkMal scie»- 
tific and technotogical tofonnatien and the kitegra- 
tkM of educatiOMi systems n Latki America. 

• In trakikig and research activities, the bi- 
stitute should work closely with Latn American 
universities n sponsorkig semktars for leaders ki 
educatkm, estaUislMog study centers on university 
campuses, and should pay special attentkm to 
stw^ requirements for the juridical and legri 
basis for latki Amerka's krtegntton. 



four smakmn haU hi 12 1 
Atotal of 623 puhNc olcUi. I 



pitod hithi aeMHn ihlEfc kGhM: 

• Aaacoidonni 
tionhaU ki Bwaot Ata^ I 
Amarkx from Ihy 2 to My S mMi thi pvlici^ 
tion of 38 pa imi . 

• A come e»\foMaMla arf Uth Att ta i 
IntogratiM held h CiracM Oct 921 to ihlEfc 45 



thi^ haM to Ml * JMkt Jm Mr SI a 
by28tMk. 

• A MHtov m MnMi»WMUHki 



totopaUoi haM to MrU^ VMOtoii OcL 2MI 
forSlpirtfclpmrti. 

• The Rnt SairiMr M totopUki tor Ufeir 
UidMik hiM to Um^ «« 21-Sapt 2 to tlieli 22 



• A 
btttaeismaii haM to Sb hrioi Bmil. Itov. Zl-S 



The trakikig, advisory, kiformatkNi and research 
activities carried out by the Institute ki 1966 ki- 
ctaidid three conferences, three study courses, and 



• ArI 
totegrattan for labor Lnian haM to T# 
Chla. Nov. 2M6 Utortad hy B \ 

• A ooltofm wtttt, tochMai ii part if t 
come M tttUiri art tortXrttouRl PnHM af 
Central Aiwfeai totopHtoi^ haM to } 
EISalndBr.JMl3Ji^2lMlli«| 
P«t 

Aseriesof c 
gratni^ part of the IBtti 
Sdnol of the Marice SMto iirfi T«Mal UW- 
versily. held to \Mpmha^ CHtoi toiL S« far tt 
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ConferancM, at part of the Doctoral Course 
on Comparative Law offered by tiie brtemational 
SdMMl of Strasburg, held in Concepci6n, CMte. lin. 
ISfeii 20 for 170 participants. 



Seventy-five specialists of 
regional afsncies and from Western Europe joined 
vritli tlie Institute's regular staff in pursuii« re- 
seardi activities in 1966. Durii« tiie year, a com- 
parative analysis of tlie institutioflal bases of tiie 
Latin American Free Trade Association, tiie Central 
American Common Market and tlie European Com- 



The Institute also undertook during the year a 
researdi project on the legal aspects of integration 
and a separate study on the soctotogical, political 
and economic aspects of integratkm. A public 
opinkm survey on various questions regarding inte- 
gration was conducted at universities in Brazi, 
Chile, Peru and Uruguay in cooperation with the 
School of Socntogy of the Latin Amerkan Faculty 
of Social Sciences. Also initiated was a general 
study of the status and trends of ntegration, to be 
updated annually, and an investigatkm of obstacles 
to intraregtonai trade. 

The Institute also organized two study teams, 
one in Europe and the other in Latin America, to 
analyze legal aspects of integratkm, and assigned 
tasks to more than 30 specialists for research on 
integration theory. 

AMsary Sankas 

Among the Institute's 1966 advisory activities 
was the compietkNi of draft legislatnn requested by 
the Latin Amernan Partiament The Parliament has 



been interested in madel documents which w« be 
useful references in standardiziiv Latin American 
commercial law. 

In answer to a request by the Governments of 
Argentki^ Bolivia. Brazl. and Paraguay, the bisU- 
tute is initiatiiv work on a preliminary study regard- 
ing development of the River Plate Basin. 

A work program is under way to provide ad- 
visory services to labor organizations, regarding 
krtepation proMems. This study grew out of a 
seminar for labor leaders in Lima, and is to be done 
in cooperatkM with the Inter-American Regtonal 
Workers Organiiatton and the Latin Amerkan Con- 
faderatton of Christian Uraons. 



The Institute partkipeted k more than 40 
ulnars, and round tabte discusskns to 
provide infbrmatkn on its activltks and the varkus 
aspects of Latn Amerkan ntegratkn. Members of 
the bistitute's staff organized conferences at these 
meetings for universities, development institutkns 
labor and business groups, and regknal and inter- 



Early k October the bistitute sponsored the 
Second Coordkatnn Moetii« of kstitutkns wMch 
partkipated n the ktegratkn process, whkh was 
attended by representatives of the Bwk. LARA, 
the Central Amerkan Common Market and other 
regknal and international agencks interested k the 
Latk Amerkan integratkn process. 

k 1966 the hstitute prepared seven books on 
econofflk, sockkgical, political and legal aspects of 
integratkn. Also puUkbed was an editorial serks 
inchiding two boolB, begun jointly during the year 
bytheBankandLAFTA. 
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